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NATIONAL POLICY AND ISSUES 


CHEN YUN'S VIEWS ON DEVELOPING NATIONAL ECONOMY 
Harbin FENDOU [STRUGGLE] in Chi: »se No 9, Sep 81 pp 35-40 


[Article by Theoretical Education Office, Propaganda Department, Provincial 
Party Committee: "Study Materials for ‘Selected Manuscripts of Comrade Chen 
Yun'") 


[Text] The “Selected Manuscripts of Comrade Chen Yun" contain’ some of his 
important articles from September 1956 to 1962 on the socialist construction. 
These articles scientifically summarized the experiences of China's socialist 
construction, producing an important guiding effect on the socialist construc- 
tion of not only that time, but also today. Corscientiously studying the 

basic viewpoints in these articles will enable us to understand more profoundly 
the party's lines and policies since the Third Plenary Session, implement more 
successfully the policy of readjusting the national economy and hasten the 
strid: of China's socialist modernization construction. 


I. Construction must be carried out on the foundation of properly arranging 
the people's livelihood. 


Comrade Chen Yun felt that correctly handling the relations between the peo- 
ple's livelihood and the economic construction not only is the objective 
requirement of the socialist economic development, but also possesses a tre- 
mendous political significance. Therefore, a socialist state must be concerned 
over the intimate interests of the masses and proceed with construction on the 
foundation of properly arranging the people's livelihood. 


(2) Consideration must be given to both economic construction and the people's 
livelihood. Comrade Chen Yun pointed out: “Consideration must be given to 
both economic construction and the people's livelihood, and the two must be 
balanced." "We must never give consideration to just one side and overlook 

the other." “After spending decades to succeed in the revolution, we must not 
let the fruits of the revolution be lost in our hands. Now we are confronted 
with the problem of how to consolidate and develop the fruits of the revolution, 








and the key is in properly arranging the livelihood of the 600 plus million 
people and truly seeking their welfare." On concern over the people's liveli- 
hood, “its significance is definitely not secondary to that of building fac- 
tories; it should be placed on an equally important footing as plant building." 


Scientifically revealing the dialectic relationship between production and 
livelihood, Comrade Chen Yun's views are completely compatible with the 
requirements of the basic socialist economic laws. When determining the pro- 
portion of the national income between consumption and reserve, we must first 
arrange for the people's livelihood before considering economic construction. 
In addition, the sum total of the two must not exceed the national income, 
because, once exceeded, a fiscal deficit will inevitably occur, causing commo- 
dity price rises and affecting the people's livelihood. 


(2) The production of consumer goods must be appropriately increased when 
increasing the production of production means. Comrade Chen Yun pointed out: 
“When augmenting investments, besides increasing the production means, we must 
appropriately increase the production of grain and other consumer goods.” 
"While the investment in heavy industry constitutes the major portion, the 
proportion in light industry and agriculture must be increased, and the invest- 
ment in heavy industry serving light industry and agriculture must also be 
increased." "In times of raw material shortage, we must assure first the 
minimum requirements of the units producing daily necessities and next the 
needs of the necessary production means, using the surplus for capital cons- 
truction.” 


Comrade Chen Yun's expositions are compatible with the reproduction theory of 
Marxism. Marx divided social production into two big categories: Production 
means and consumer means. To expand reproduction, serious attention must be 
given to production means, the first category, but the second category, con- 
sumer means, must be commensurately developed, maintaining a balance with the 
former. The handling of the relations between the two categories, in order to 
maintain an appropriate proportion, is linked with the development of produc~- 
tion and the improvement of the people's living standard. In the past, though 
we advocated following the order of agriculture, light industry and heavy 
industry and developing all three simultaneously, we did not conscientiously 
implement it in practice, often reversing the order, resulting in heavy indus- 
try serving itself and light industry struggling by itself, and in overempha- 
sizing heavy industry, overlooking light industry and crowding out agriculture. 
Therefore, there was a constant shortage of consumer goods. Comrade Chea 
Yun's principle on the correct handling of the relations between the two big 
categories is still applicable today. In the current economic readjustment, 
vigorously developing the production of consumer means and stressing the 
necessity for heavy industry, especially machine industry, to serve the tech- 
nical transformation of agriculture, light and textile industries, and the 
various branches of the national economy not only are for the purpose of 
satisfying the current living needs of the people, but also possess a long- 
range significance in gradually rationalizing China's economic structure and 
assuring the proportionate harmony of the entire national economy. 

















(3) Agricultural production must be vigorously developed. Comrade Chen Yun 
pointed out: "The foundation of the national economy is agriculture. Only 
when agriculture improves will industry and other aspects improve." "China's 
agricultural economy is very large, and agricultural production and fiscal 
revenue are closely linked." He also said: "China's grain problem has not 
been solved. When grain is stable, the country is stable; when grain is tight, 
the market is tight." Therefore, he asked that all possible effort be devoted 
to agriculture, and that priority be given to its needs. 


Comrade Chen Yun's views on agricultural construction were correct in the past 
and are correct today. Nevertheless, we failed to give adequate attention to 
agriculture in the past. The proportion of investment in it was too small and 
the purchase price of grain and certain agricultural by-products was inclined 
to be low. In some areas, instead of supporting agriculture, it was living on, 
injuring and crowding out agriculture. After the Third Plenary Session, the 
Party Central Committee stressed the importance of policies, science and manage- 
ment in developing agriculture, adopted a series of appropriate measures, 
raised the purchase price o: certain agricultural by-products, relaxed the 
relevant economic policies, expanded the self-governing power of the basic 
level units in operation, generally introduced the production responsibility 
system of compensation according to output, and readjusted the internal econo- 
mic structure of agriculture. All these have effectively activated the enthu- 
siasm of the broad peasants and promoted the development of agricultural pro- 
duction. 


Read the following articles: "Talk at the Enlarged Ministerial Affairs Meet- 
ing of the Ministry of Commerce;" "the Issue of the Supply of Vegetables Must 
Be Solved;" "Give Serious Attention to Grain Work;" “Letter to the Comrades of 
the Central Financial-Economic Group;" “an Important Task Linked with the 
Overall Situation;" “the Current Financial and Economic Conditions and a Number 
of Ways to Overcome the Difficulties;" "Talk at the Central Financial-Economic 
Group Meeting." 


II. The scale of capital construction must be commensurate with the national 
strength. 


After the test of practice through many years, the important principle that 
the scale of capital construction must be commensurate with the national 
strength proposed by Comrade Chen Yun when summarizing the experiences of 
China's socialist constructiun has proved to be completely correct. We must 
conscientiously grasp it and firmly implement it in practice. 


(1) The commensuration between the scale of capital construction and the 
national strength is the demarcation of economic stability. Comrade Chen Yun 
pointed out: "The scale of construction must be commensurate with the finan- 
cial and material resources of the country. It is the demarcation between 
economic stability and instability. For a large country of 600 million popu- 
lation like ours, economic stability is extremely important. It is rash for 
the scale of construction to exceed the financial and material feasibilities 








of the state; an economic chaos may occur. When the two are well adjusted, 

the economy will be stable.” The socialist expanded reproduction must be 
steady and uninterrupted and, to attain this, the scale of construction and 

the national strength must be commensurate with each other. If the scale of 
construction exceeds the feasibility of the national strength, there wiil be 
major rises and major falls in the economic development. National strength 
consists of the surplus products after deducting from the total annual products 
the production means needed by the industries for normal production and the 
consumer means needed by the staff and workers, and also the indispensable 
needs of the non-material production units and the needs for appropriately 
improving the people's living standard. Only this surplus part may be used 

for capital construction. When manffested in currency, it is what is called 
financial strength. The scale of capital construction must be determined by 
the material and financial strengths. If such material and financial strengths 
are overtaxed and if we fail to act according to our capabilities, the result 
will be waste due to haste. 


In the past, we were often impatient for success in economic construction and 
disregarded the national strength. The scale of capital construction was too 
large, creating a tense situation in our finances and resources. Left long 
uncompleted, many capital construction projects, instead of turning into pro- 
ductive capacities, affected the development of the national economy as a 
whole. In the first 2 years after the downfall of the "gang of 4," such 
"leftwing" mistakes were continued, adding to the economic difficulties and 
forcing us to further readjust the national economy and drastically compress 
the scale of capital construction. 


(2) Production must be properly arranged first before arranging for capital 
construction. This is an important principle in handling the relations between 
simple and expanded reproduction. Comrade Chen Yun listed the order of raw 
material distritution: "The minimum needs of the units producing daily neces- 
sities come first, then the needs for the creation of production means, and 
the surplus for capital construction. Placing production before capital cons- 
truction is mainly for the purpose of maintaining the minimum living needs of 
the people, avciding enlarging the scale of capital construction unrealistical- 
ly and crowding out the production of daily necessities. In the supply of 
financial and material resources, the production of daily necessities must 

come before capital construction. It is the issue of rationally arranging the 
relations between the people's livelihood and construction.... Today when we 
limit the sapply of raw material to the minimum needs of production and squeeze 
out some strengths for capital construction, it is precisely for the future 
development of production.” Thus he explained the correct handling of the 
relations between production and capital construction in raw material distri- 
bution. Production mentioned here refers to the existing and already formed 
prc juction capacity and the making of products. As productive activities to 
renew and increase fixed assets, capital construction is an important require- 
ment te assure the continuity of social reproduction and a major means of 
expanded reproduction. While it will promote long-range production develop- 
ment, its scale and speed are conditioned by production. Thereforz, the 

amount of capital construction must hinge on the amount of surplus products 








after assuring the normalcy of current production. If the needs of current 
production are not assured and capital construction is pursued at the expense 
of current production, we will not only fail to expand reproduction, but also 
destroy the existing production scale. The basic spirit of production first 
and capital construction next proposed by Comrade Chen Yun is to fully utilize 
the plants already built and the existing industries and follow the policy of 
“tapping the latent power, innovating and remolding first and building new 
plants next.” To expand the scale of reproduction, we must also rely on the 
existing industries and only build new ones when necessary. Expanding the 
scale of reproducticn by tapping the latent power and innovating and remolding 
the existing industries require less investment and bear faster results than 
building new plants. 


When handling the relations between production and capital construction in the 
past, we often made arrangements for capital construction in disregard of the 
financial and material feasibilities, and the scale was .ften too large, at 
times at the expense of the normal production needs of existing industries and 
even infringing upon the people's living needs, thereby affecting the develop- 
ment of the capacities of the existing industries and the improvement of the 
people's living standard. Hereafter, to assure the commensuration of the 
scale of capital construction with the national strength and correctly handle 
the relations between production and capital construction, we must firmly 
observe Comrade Chen Yun's principle of production first and capital construc- 
tion next. 


(3) The relations between the "bone" and the "flesh" in capital construction 
must be correctly handled. Comrade Chen Yun pointed out: “Inexperienced in 
handling such relations in the past, we stressed the ‘bone’ and overlooked the 
‘flesh.’ We wnderestimated the degree of difficulties and the amount of in- 
vestment in building « new industrial city or base. We must give prompt 
attention to such problems and solve them properly." He also said: “The 
national economy is an organic whole. When undertaking industrial construc- 
tion, we must consider the various links of production, and also the coordina- 
tion among communication and transportation, commercial facilities, urban 
construction, housing for staff and workers and the service industries." He 
declared that, when the amount of investment decreases, “if certain major pro- 
jects are not postponed, reducing only the ‘flesh,’ but not the ‘bone,’ it 
will, if continued, create a tense situation.” In other words, in capital 
construction, the main and the subsidiary projects must be considered and 
arranged simultaneously, so that they are mutually adjusted. 


(4) A rational industrial layout is required when arranging capital construc- 
tion. Comrade Chen Yun felt that the industrial layout is one of the key 
issues in capital construction. On building industrial systems, he advoccted 
that “we must only start from the national sphere before reaching the various 
cooperative areas, and thereafter the qualified provinces and autonomous re- 
gions." If we disregard the objective conditions, and the various provinces 
all take part in building their own industrial systems, spreading it out com- 
pletely, advancing side by side and building blindly, inevitably the strengths 
of construction will be scattered, the state will lose control of capital 





construction, financial and material resources will be wasted. and the nationa. 
strength will be overtaxed. It was an important lesson to us ‘n the past. To 
solve the issue properly, we must, in line with the spirit of “coordinating 

all activities of the nation like pieces in a chess game," integrate the cur- 
rent interest with the long-range interest, and the partial interest with that 
of the whole, and observe the unified planning of the state in the production 
and construction work of all industries in all areas of the nation; the unified 
planning of the state must never be violated. 


Read the following articles: “The Scale of Construction Must Be Commensurate 
wicn the National Strength;" "Several Major Issues in the Current Capital 
Construction.” 


III. The principle of proportionate development must be upheld in the social- 
ist economy. 


Comrade Chen Yun felt that proportionate development of the national economy 
is the objective law of the socialist economy and the basic condition for 
realizing social reproduction. Only by firmly observing the proportion will 
the socialist economy develop at a high speed. 


(1) Proportionate development must be upheld in the national ecouomy. Comrade 
Chen Yun said: "Planned socialist economy is observing proportion.” "Observ- 
ing proportion is the objective law, and fa’ ling to do so will bring failure.” 
"When one part is missing in a machine, even though all other parts are com- 
plete, the machine will not start." Objectively, socialized large production 
requires that labor be distributed among the various urits according to a 
specific proportion. However, as the social systems are different, the ways 
of achieving the proportion also differ. In a capitalist society, the propor- 
tion among the various units of the national economy is spontaneously regu- 
lated by the law of value and, by means of the cyclic economic crises which 
wreak havoc on the social productive forces, temporarily achieved by force. 
The creation of the socialist production means public ownership has provided 
the possibility to distribute social labor according to plan and proportion. 


As Comrade Chen Yun's view on the development of the nation:l economy according 
to plan and preporti 1 did not receive the proper attention in China's social- 
ist economic construction in the past, serious leftwing mistakes spread, symbo- 
lized by impatience for success, exaggerating the role of the subjective will 
and subjective effort, high quotas, issuing blind orders, boasting, and the 
“communist wind.” As a result, the national economy suffered from protracted 
proportionate maladjustments, affecting the speed of its development. Comrade 
Chen Yun's view on the planned and proportionate development of the national 
economy has a great significance in starting from reality, formulating rational 
national economic plans, solving the proportionate maladjustments and develop- 
ing the national economy. 


(2) When carrying out planned economy, the auxiliary role of market regulation 
must be developed. Comrade Chen Yun pointed out: “Planned production is the 











principal part of industrial and agricultural production, while free prodéction 
according to market fluctuations and within the range permitted by state plan- 
ning serves as the auxiliary.” He felt that the principal part of the indus- 
trial and agricultural products in the whole country, such as grain, cotton 
fabric, iron and steel, etc., must be produced according to state planning, 
because such products concern the national economy and the people's livelihocd 
and, if they are not produced according to plan, we will sink into a state of 
anarchy. Planned production should serve as the principal part of the social- 
ist production, and free production should be permitted for the non-principal 
part of industrial and agricultural products, such as daily need articles, 
handicraft products and small native products. Including all products in 
state planning and making the regulations too rigid and too minute are ‘ot 
only impossible, but also unnecessary. As free production is regulated and 
serves only as an indispensable auxiliary to planned production, it is not 
capitalistic. 


In handling the relations between planned production and free production, we, 
for a long time, only stressed the former, but failed to mention, or seldom 
mentioned, the latter, and the purchase ard marketing of products of the latter 
were placed under state monopoly. Therefore, the industries were only respon- 
sible for state plans, without regard to market needs, and the quality, varie- 
ties and specifications of their products failed to satisfy the needs of pro- 
duction and the people's living. Only by developing the regulatory effect of 
the market while c. rrying out the planned economy will the enthusiasm of the 
industries be more successfully activated and our production become more 
adjusted to the needs of society. 


(3) Overall balance must be properly attained. Comrade Chen Yun pointed out: 
“What we call overall balance is observing proportion; when proportion is 
observed, there will be balance." “If overall balance is disregarded in econo- 
mic work, we will not be able to move a single step.” Overall balance is to 
make the proportion in the planning compatible with the objective economic 
laws. Without overall balance, there will be no steady development of the 
national economy. Only with overall balance will the various aspects of the 
national economy harmonize with one another, the manpower, material and finan- 
cial resources be fully utilized, and the development of the national economy 
according to *lan and proportion be promoted. 


For many years there has been an ongoing debate concerning the question of an 
overall balance, which has focused on whether we should follow a high-supply 
balance or a short-supply balance. Following the so-called high-supply balance 
would mean taking as our standard certain high-production items, and Faving all 
the others keep up with these norms. This approach means it would be impossibie 
to achieve a balance. Comrade Chen Yun advocated basing [norms] on short-supply 
[goods] to achieve an overall balance. A balance thus achieved is the only true 
and reliable balance. The past view that an high-supply balance is a positive 
balance and a short-supply balance is a negative balance is wrong, and we must 
correct it. 


(4) The balance among finance, credit, resource and foreign exchange must be 
attained. Comrade Chen Yun pointed out that, to forestall the danger of the 
scale of economic construction exceeding the national strength, "fiscal revenue 











and expenditure and bank credit must be balanced, and there should be a sur- 
plus. As long as fiscal revenue and expenditure and credit are balanced, 
social purchasing power and resource supply, on the whole, will balance." He 
also pointed out that “exportable products must be exported as much as possi- 
ble; we must first properly handle foreign trade." It is what we call the 
four great balances of finance, credit, resource and foreign exchange. 


Comrade Chen Yun's view on the four great balances is the most important issue 
in the overall balance of the national economy. The main reason for the 
serious proportionate maladjustments in China's socialist economic construc- 
tion, which had occurred twice, was the severe disruption of the four great 
balances. Only by firmly observing them will the national economy develop 
steadily and soundly. 


Read the following articles: "New Issues after the Basic Completion of the 
Socialist Reform;" "the Scale of Construction Must Be Commensurate with the 
National Strength;" "Talk at the Coal Work Forum;" “the Current Financial and 
Economic Conditions and a Number of Ways to Overcome the Difficulties;" "Talk 
at the Central Financial-Economic Group Meeting." 


IV. The socialist economic system must be restructured. 


Comrade Chen Yun felt that China's socialist economic system must be restruc- 
tured. The restructuring of the economic management system refers to trans- 
forming the patterns and methods of state leadership and national economic 
activities according to the objective economic laws. There are many defects 

in our current economic management system, restraining the enthusiasm, initia- 
tive and creativity of the laborers, blocking the full development of the 
socialist superiority and seriously hampering the progress of the four moderni- 
zation construction. It must he restructured. 


(1) State and collective operation, as the principal part, must be supple- 
mented with a certain amount of individual operation. Comrade Chen Yun pointed 
out: "The condition of our socialist economy will be: In industry and com- 
merce, state and collective operation forms the principal part, but is supple- 
mented with a certain amount of individual operation, which serves as an auxi- 
liary to state and collective operation." "But the wrong practice of paying 
attention only to centralized production and operation while overlooking dis- 
persed production and operation must be rectified." 


According to Comrade Chen Yun's view, under the premise of the overwhelming 
dominance of the socialist public ownership economy, components and forms of 
diversification should be allowed to coexist. Since the 3d Plenary Session of 
the llth Party Central Committee, by permitting the coexistence of the compon- 
ents and forms of diversification under the condition of the overwhelming domi- 
nance of public ownership, the enthusiasm of the broad masses has risen and 
production has developed. As proved by the facts, our economic policy is cor- 
rect. 








(2) The relations among the central government, the local government and the 
industries must be correctly handled and a certain amount of self-governing 
power given the local governments and the plants and mines. Comrade Chen Yun 
pointed out: “Expanding the functions of the local governments is entirely 
necessary. Generally speaking, the local governments are more familiar with 
local affairs than the central government." “However, national balancing work 
must be strengthened." "While there must be suitable division of power, we 
must, at the same time, reinforce comprehensiveness." He felt that the power 
of the local administrative organs and industries is inadequate and the control 
over the industries by the administrative units excessive, and that these two 
defects restrict the initiative and enthusiasm of the cadres of local adminis- 
trative organs and industries in their work. Within the unified planning of 


the state, the local governments and ‘ndustries should be given a certain 
amount of power. 


The greatest defects in our economic system in the past were overconcentration 
of power and equal sharing in the large canteen, thereby restricting the en- 
thusiasm and initiative of the industries and laborers and sapping vitality 
from economic development. Besides all the taxes and loan payments required 

by the state, the experimental industries for expanding self-governing power 
have, in the recent 2 years, been given control of all the profit, thereby 
closely integrating the interests of the state, the industry and the individual 
staff and workers and enhancing the enthusiasm of the industries and the 

staff and workers because of their intimate interests. The economic responsi- 
bility system introduced in the industries has further activated the enthusiasm 
of the staff and workers, promoted output increase and economy, higher receipts 
and lower expenditures, and effectively advanced the development of production. 


(3) Specialization cooperation must be introduced. Comrade Chen Yun pointed 
out: "Modern industry is an extremely complex economy of specialization 
cooperation. Therefore, labor division and cooperation must be practiced 
among the various areas, various units and various industries, and even among 
the various parts within an industry." "In a province or autonomous region, 
it is impractical to attempt to create a complete and independent industrial 
system." In modern mass production, the demand for specialized labor division 
is becoming ever more minute, and there is even specialized cooperation of a 
world nature beyond state boundaries. 


In the past 30 plus years, we have not paid adequate attention to this issue. 
From the local governments to the various branches and industries, all want to 
form their own systems, promoting small-yet-complete and large-yet-complete 
enterprises, causing high consumption and large wastes in production, inferior 
quality and high price in products, and low labor productivity. This situation 
is not adapted to the socialist modern mass production. Therefore, specialized 
cooperation must be introduced. 


(4) The operation and management styles of the industries must be improved. 
Comrade Chen Yun pointed out: “Currently, as the entire market has been uni- 
fied, and the purchase and marketing of commodities are monopolized by the 

“ socialist commerce, if the work methods are not improved and the task not 








properly performed, it is possible for the danger of seriously severing from 
the masses to emerge.” He also said: "We take away much from the peasants. 
The considerable amount of surplus in the granaries, for instance, is not un- 
related to the practice of some grain purchasing units of shortchanging the 
peasants. 


Comrade Chen Yun's idea on improving the operation style of the industries has 
a great significance in our current endeavor to improve enterprise management. 
Among the state operated industries, many of them produce and operate indepen- 
dently. As some people have not established the viewpoint of serving the 
masses, the style of bureaucratic industry and bureaucratic commerce is in 
general existence, and the practice of entering by the back door widespread, 
causing the extreme dissatisfaction of the masses. We must earnestly learn 
Comrade Chen Yun's viewpoint, estahlish the idea of serving the people heart 
and soul, consider the interest of the masses in everything and properly 
operate our socialist industries. 


Read the following articles: "New Issues after the Basic Completion of the 
Socialist Reform;" "Talk at the Enlarged Ministerial Affairs Meeting of the 
Ministry of Commerce;" "Properly Perform Commerce Work;" “Issues Requiring 
Attention after Improving the System;" "Provisions on Improving the Industrial 
Management System; "Provisions on Improving the Commercial Management System." 


V. The guiding principle of seeking the truth from the facts must be upheld. 


When in charge of financial and economic work in the central government, Com- 
rade Chen Yun was a model in upholding the principle of seeking the truth from 
the facts. Studying the "Selected Manuscripts," we should learn not only his 
correct economic thinking, but also his scientific attitude and dialectic 
method of seeking the truth from the facts. He pointed out: "We often talk 
about seeking the truth from the facts. Obtaining the facts is to clarify the 
actual conditions; seeking the truth is to create correct policies based on 

the result of study.” On the means to practice seeking the truth from the 
facts, he summarized it into 15 words: “not depending on the superior, nor on 
books, but on the facts" and “comprehensive, comparative and repetitious." 

The central idea of these 15 words is: When guiding economic work, any leader 
must understand the spiritual essence of the directives from the superior level 
and implement them in conjunction with the practical conditions. He must start 
from the national conditions, neither mechanically copying and transplanting 
the experiences of foreign countries, nor mechanically carrying out the direc- 
tives of the superior level in disregard of the conditions of the particular 
area or according to his subjective wishes. In method, he must comprehensively 
clarify and analyze the practical conditions, compare the various views, hypo- 
theses and plans in all aspects and decide efter repeated deliberation. How 

do we uphold the principle of seeking the truth from the facts? 


(1) We must adhere to the principle of investigation and study. Comrade Chen 
Yun urged: "When we perform work, we must devote more than 90 percent of our 
time to studying the conditions and less than 10 percent to policymaking. All 
correct policies come from scientific analyses based on actual conditions. 
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Some comrades do the opposite. They busy themselves everyday with making this 
and that decisions, but seldom investigate and study the actual conditions. 
Such work method must be changed. We must realize that one-sidedness always 
results from being in a hurry to decide on policies and failing to study the 
actual conditions." Comrade Chen Yun always made conscientious and careful 
investigations and studies when handling any problem. In 1961, he successively 
investigated and studied Qingpu county of the Shanghai municipality, Hangzhou 
and Suzhou, visiting the peasants in their homes besides exchanging opinions 
with the party committees of the various levels. He personally solved the 
problems of the peasants in hog raising, private plots and cropping. His 
surveys on implementing the iron and steel directive and on developing nitro- 
genous fertilizer and the coal industry, especially his article on “the Current 
Financial and Economic Conditions and a Number of Ways to Overcome the Diffi- 
culties," were investigations of the overall situation and the whole of the 
national economy and produced an extremely important impact on solving the 
issues emerging in China's socialist construction. 


(2) We must clarify the national conditions and act according to the objective 
laws. Comrade Chen Yun said: “The more one seeks the truth from the facts, 
the more will one's thinking and actions conform to the actual conditions and 
objective laws, and the more will one develop the creative spirit." To act 
according to the objective laws, we must first clarify the national conditions 
of China. Time and again, Comrade Chen Yun mentioned China's large population, 
scarce arable land, backward agriculture and weak industry, and declared that 
a clear understanding of the national conditions is the basis for solving all 
economic issues. He felt that, starting from China's national conditions, the 
development of our economic construction should not be too rapid, that we must 
fight a “protracted war," and that the scale of construction should not be too 
large. The guiding thought is to progress steadily and advance gradually 
according to the proper order, and to guard against impatience for success. 


(3) We must be skillful in heeding and courageous in expressing dissenting 
opinions. 


Comrade Chen Yun declared time and again: "We must encourage everyone to 
express different opinions." "It is a good thing to have two different opin- 
ions, for it will enable us to be more comprehensive when looking at issues, 
avoid one-sidedness, and make less mistakes." With the opposition standing 
before us, it forces us to give more consideration to the issues. When consi- 
dering issues, Comrade Chen Yun never rashly made his cenclusions, but always 
encouraged others to express their views first and cons iously led them to 
refute, revise and supplement his own viewpoints. Only after much deliberation 
when he could grasp the patterns of things would he reach a careful decision. 
When the boastiug trend was widespread in 1958, for instance, he proposed 
reducing the iron and steel target from 11.5 million ton to 9 million; when 

the “small indigenous group" was vigorously advocated, he expressed the opinion 
that it was "a waste of money and manpower." Such valuable opinions produced 
an extremely important impact on rectifying the “leftwing” mistakes at that 
time and routing the national economy to the correct track. 
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(4) We must align our thinking and work with the ever changing objective con- 
ditions. The 3d Plenary Session of the llth Party Central Committee pointed 
out that we must adapt our thinking and work to the changing ovjective reality. 
We must give special attention to the fact that, with the development of the 
economy, the passage of time, the intensification of practice, the emergence 
of new issues and the constant changes of conditions, we must continuously 
revise the policies formulated in the past. It is the dialectic materialist 
ideological line to implement Marxisn. 


Read the following articles: "Investigation of the Rural Villages of Qingpu;" 
"How to Make Our Understanding More Comprehensive." 
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NATIONAL POLICY AND ISSUES 


"JINGJI YANJIU' ON VALUE BASIS OF RENMINBI 


HK231400 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 11, 20Nov 81 pp 72-77 


[Article by Zhuo Jiong (0587 3518) of Guarn,.jong Social Science Institute: 
"On the So-called ‘Value Basis' of Renminbi"] 


[Text] The topic of the value basis of renminbi (RMB) has been under discussion 
for many years, but no agreement has been reached. The issue is generally summed 
up as the controversy between the gold school and the nongold school. It seems 
to me that the reason why no agreement can be reached on the issue is closely 
related to the presentation of the question itself. In my opinion, the basis 
of RMB can only bt? value. Take gold as an example; it is the form of expression 
of value, rather than the basis of value. When gold is used as money, paper 
money is the symbol of gold, or in other words, the symbol of value embodied 

in gold, which acts as money. It cannot be said that gold is the value basis 
of paper money. In the debate on "the value basis of RMB,” I don"t think the 
main controversy can be termed the controversy between the gold school and the 
nongold school. Rather it should be termed the controversy betweer the school 


of gold and the school of commodities. These schools have one “a common, 
however; namely, the search for the material basis of value of . > gold 
school declares that gold comprises a material basis, while the cum ' gchool 
declares commodities comprise this basis. It is my belief that nei . * the 


two approaches will come up with any answer. Both gold and commodities are only 
forms of expression of value, which constantly vary as the exchange of commodities 
develops. Nothing should be construed in terms of absolutes in regard to such 
forms of expression. In a certain sense, both gold and commodities are only 
symbols of value. Marx once said: “Every commodity is a symbol, because in 
terms of value it is only the outer shell of the human labor which is expended 

on it." ("Das Kapital,” People's Publishing House, 1975 Edition, Vol 1, p 109) 


This fundamental viewpoint has been neglected in the debates of monetary theory. 
For this reason, it is my intention to delve into the theoretical problems of 
money in terms of this basic viewpoint of Marx. 

1. My Views Versus Those of the Gold School 


The gold school base their contention on the following grounds: 


1) They persist on the theme that "money is naturally gold or silver." Conse- 
quently, they believe that RMB is still the value symbol of gold. This is to 
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say that money must have value itself, and value here means gold. Therefore, 
paper money can only be the value symbol of gold. RMB is paper money. It 
must follow that RMB must also be nothing other than the value sy.ibol of gold. 


2) In real life, despite the fact that RMB is not directly related to gold and 
the fact that the state has never defined the amount of gold per unit of RMB, 
one just has to take into consideration the continuance nature of the history 
of money as well as the existing relationship in terms of international balance 
of payments. Thus one will realize that RMB came into existence in the setting 
in which gold was accepted as the universal standard. The issue of RMB can do 
nothing to the inevitability that all paper money can only be the value symbol 
of gold. In fact, if a deficit occurs in foreign exchange payments, the 
universally recognized means of settlement is nothing but gold. 


3) The circulation of gold coins and paper money are both equally subject to 
the dictates of the law of the circulation of money. "The special law of 
circulation of paper money can only arise from the relationship where paper 
money represents gold." (Ibid. Vol, p 147) The characteristic of paper money 
is that the "value" of paper money is fixed by the volume of paper money in 
circulation. If the circulation volume of paper money exceeds the amount of 
gold needed to cover the circulation, the gold content per unit of paper money 
will decrease and this will cause the depreciation of paper money and the rise 
of prices. Evidently, the volume of money is only a phenomenon of money 
circulation, while the ratio between monetary value and commodity value is 

the basic matter in money circulation. The law of money circulation came into 
being on the basis of gold coin circulation. However, it is the general law 
of circulation of all money, governing gold as well as paper money. ; 


4) In Western countries, the so-called "demonetization of gold" policy has 
been more and more in vogue, but this has not severed the close relationship 
between money and gold, nor will such a severance ever occur. Quite to the 
contrary, this proves, from the opposite end, that gold is still the commonly 
recognized money commodity. Ever since the United States stopped converting 
U.S. dollars into gold at the official price, people have been scrambling for 
gold, and with the exception of the Wnited States, the gold reserves of the 
governments of various countries have been increasing. In international lending 
operations, gold is still the most reliable collateral. In March 1979, when 
the European monetary system comprising eight countries came into being. [words 
indistinct] 20 percent of the gold reserves of the member countries had to be 
contributed to the monetary fund of the system. The monetary function of gold 
has not vanished; on the contrary it has the tendency of strengthening. 
Evidently, under the circumstances of a well developed commodity economy and 
the constant expansion of international economic relationships, the demontiza- 
tion of gold can never be achieved by any person nor by any country. 


The arguments of the gold school, under certain historical conditions, are 
correct. But they forget one presupposition, namely, the transition from 
capitalism to socialism is accompanied by the transition from money to labor 
coupons. 
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According to Marx" analysis, privately owned commodities and money are the 
products of the alienation of labor. By alienation of labor, it is meant that 
commodity money, which is originally the product of labor, instead of being 
subject to the rule of human beings, rules over human beings. In other words, 

it is use-value which rules over value. This can be explained by the fact 

that value, in substance, is the labor relationship between one person and 
another, rather than the relationship between one thing and another. It can 

be said that value must manifest itself through use-value. Therefore, value 
under such a condition, bears the property of physical matter. Exchange value, 
first and foremost, is a ratio relationship between a commodity and money. 

As che value of the commodity and money in question must be manifested in 
ce.tain forms of physical matter, commodity fetishism and money fetishism come 
int» being. For this reason, under the socialist system, money as the product 
of alienation of labor must be eliminated and be replaced by labor coupons, 

by which we mean the direct expression of commodities and money by the means 

of labor. Marx distinguished labor coupon from money by pointing out that 

the former will not circulate. However, he did not totally negate the 

necessity of circulation either. For example, he said: "In the case of a bank 
(any bank) issuing labor-time coupons, commodity A is equal to exchange value X, 
which means the exchange of X units of labor time for the money representing 

X units of labor time.” (Marx: "A Preface to the Critique of Political 
Economy," People's Publishing House, 1975 Edition, Vol 1, pp 88, 89) Asa 
matter of fact, our RMB is exactly such a labor-time coupon, a note for cashing 
the exchange value embodied in commodities, or a note for exchanging any 
commodities of the same value. (Ibid.) The exiscence of such possibilities is 
determined by the public ownership of the means of production. The reason is 
that since everyone is an owner of the means of production, there is total 

mutual trust among the owners. This is of a totally different social nature to 
privately owned commodities and money. Under the system of private ownership, 
exchange must have material guarantees because paper money is only a value symbol 
of gold. Under the system of private ownership there are paper currencies which 
do have the backing of gold and those which do not. In a particular situation, 
holders of such money may suffer losses. In serious cases, this may lose them 
their whole fortunes. In the case of RMB, nothing like this can happen. In our 
case, it is human beings who rule over things instead of things ruling over 
human beings. Under the socialist system, the working people can obtain value 
marks (as distinguished from symbols) by putting in their own labor. Such value 
marks are by themselves, money; or labor coupons, which need to guarantee of gold. 
As to external relationships, this is another problem. At present, since there 
still exists the vast capitalist world, inasmuch as the capitalists demand 
guarantee of gold from us, we also demand guarantees of gold from the capitalists. 
By the time socialism prevails in the whole world, exchange will be conducted 
mainly through money without having to convert money into gold. 


2. My Views Versus Those of the Commodity School 


The comrades who share the view of the commodity school present their argument 
in two themes. 


In the first theme, RMB plays the role of representation of commodity value of 
all sorts, and the commodity value in circulation is the value basis of RMB. 
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They base their theme on the following grounds: the reason why gold can be 
exchanged for commodities is that gold and commodities have identical value 
basis--the materialized social labor. The fact that inconvertible paper money 
can be exchanged for commodities at equal value is due to the fact that paper 
money represents the value of a certain amount of gold, and in essence it 
represents a certain amount of social labor. Let us assume that A is the value 
per unit of money, and B is its gold equivalent, while C is the value of a 
commodity equivalent to the value A. When the total value of all commodities 
is expressed in money units of a certain amount of gold, then the form of 
expression would be A equals B equals C. If the gold equivalent is removed 
from the money unit, the form of expression would be Q equais C. This means 
that paper money is a direct representation of commodity value. Taking 
commodities in the society as a whole, the value per unit of money is equal 

to the total value of commodities in the society divided by the general price 
of the commodities in the society. 


The second theme makes the point that RMB represents the composite value of many 
products of labor (it is calculated according to composite price indexes). 

The physical product conversion unit adopted in the early post-liberation period 
was a similar model. 


These are the two basic themes of the commodity school. On the basis of these 
two themes, they criticize the gold school. 


One criticism of this school is based on the following reasoning: "If RMB 
stands for gold and is a symbol of gold, then how much gold does it represent 
exactly? Nobody knows. This is just like a ruler, the length of which is 
unknown. Then, how is it possible to measure the value of various products 
with such a ruler? (Xue Muqiao: "On the fsestion of Socialist Economic 
Theory," People's Publishing House, 1979 F.Uition, pp 182, 185). I think that 
this argument is valid. This question was raised in our discussion meeting, 
but nobody could give an answer. Someone did try to offer one, which goes as 
follows: If the gold price is 100 yuan per ounce, then the gold content per 
yuan amounts to one hundredth of an ounce of gold. If gold price is 500 yuan 
per ounce, the gold content of one yuan would be one-500ths of an ounce, and 
so on.” Still, this does not explain the question of price. Prices in our 
country do not vary as the gold price varies. 


Another idea is that the paper monies in circulation in modern capitalist 
countries are no longer linked to gold. This is taken as a proof that RMB 

is not linked to gold either. I do not think such reasoning is valid, as it 
blurs the demarcation between capitalist paper money and socialist paper money. 
Indeed, in capitalist societies, despite the fact that paper money has been 
severed from gold, scrambling for gold and hoarding gold (by individuals as 
well as banks) are quite common. In socialist societies, such practices are 
very rare, and the reason for any scrambling for or hoarding of gold is the 
fact that the socialist society is not a mature one. 
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Another idea of the commodity school is that "RMB of our country does not need 
the guarantee of gold which is not needed by the people of our country. Instead, 
it is guaranteed by various products (products is the correct word--correction 
made by quoter) which are most needed by the people and the value of which is 
several times the value of the money in circulation." (Ibid.) I think that 

such an argument is also valid, because generally speaking money is used to 
purchase commodities. Under the socialist system, the linkage to gold is not 
needed, because the acceptance of RMB in purchasing commodities is guaranteed. 
This is also an important characteristic of socialist money which differentiates 
it from capitalist money. 


The gold school also has made criticisms of the commodity school. 


One of their arguments is that the material suitable for supporting money is 
exclusive. It is impossible for several materials to be used simultaneously 

as money in its function as a universal standard. If RMB is deemed to represent 
the value of a host of commodities, then it reverts to the expanded form of 
value. In my opinion, the assertion that it reverts to the expanded form of 
value may not be necessarily true, because the commodities are transformed into 
and united by one eutity, namely the RMB. In this case, the problem of diverse 
materials for supporting money does not exist. The weakness of the commodity 
school does not lie in the expanded form of value, but in its circular argument. 
It starts its explanation of value in terms of diverse commodities, and then 
offers its explanation of each commodity in terms of value. This is not 
logical. Marx' logic is very clear. Time involved in socially necessary labor 
forms value, and the respective value of each commodity is determined by the 
time involved in socially necessary labor. 


The gold school also disagrees with the second theme put forward by commodity 
school. I endorse the argument of the commodity school that "the price of gold 
is no longer used to indicate the value of money. Instead, price indices are used 
as the standard to gauge the depreciation and appreciation of currencies." 
However, we cannot jump to the conclusion, on this account, that the value of 
RMB is determined by price indices. The expression of value in terms of price 
is objectively conditioned by the function of money as a standard of value in 
measuring prices as well as by the fact that money is a defined measure. The 
total value of 2 yuan in value is twice as much as that of 1 yuan. If the 
value of money depends on the commodity price indices, then the value in money 
itself loses its objective standard. In fact, the explanation of value in terms 
of the commodity price index, followed by another explanation giving an account 
of the price index in terms of value, is itself a victim of a circular argument, 
wiich is not commendable. This is exactly the weakness of the commodity school. 


Actually, Marx expounded very lucidly on paper money: "The compulsory circula- 
tion of a national paper money is the consummate form of value symbol. It is 
the only form of paper money which is directly generated by the circulation of 
precious metal and simple commodities. Money credit belongs to a higher stage 
of social production and is governed by totally different laws." He also said: 
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"In the circulation of value symbols, all laws governing the actual circulation 
of money are reversed, or appear in an upsidedown manner. Gold is circulated 
because it has its own value, while paper money acqui'es its value as a result 
of its circulation. Wc ulready know the exchange value of commodities; the 
amount of gold in circulation depends on its own value; while the value of 
paper money seems to depend on its volume in circulation. The amount of gold 
in circulation varies as the commodity prices fluctuate, but the commodity 
prices seem to fluctuate as the result of the changes in the volume of 

paper monev in circulation." ("Complete Works of Marx and Engels," "The 
Critique of Political Economy," Vol 13, pp 106, 111.) Paper money with such 

a nature is money in its own right. Furthermore, it is the consummate form of 
value symbol. It is no longer the value symbol of gold. 


I believe that the proposition that paper money “is the consummate form of value 
symbol"is to be understood as a transition from gold to paper money, because 
gold as well as commodities is only the "material shell” of value. As a value 
symbol in the true sense, it is under the socialist system that paper money 

can be of practical significance. I have mentioned this in the previous part 

of this article; namely, paper money under capitalism cannot really free itself 
from gold. 
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3. The Approach to Finding a Way Out for Monetary Theory 


In the controversy about monetary theory, the gold school prevails at present. 
However, they have forgotten an important historical presupposition, namely the 
elimination of commodity money in the socialist society. With reference to 
Marx’ contention of the elimination of commodity money; it was exactly the 
commodity money related to the alienation of labor and the cause of commodity 
fetishism and money fetishism to which this contention referred. Marx expounded 
very precisely on this point. He said: "In a collective society based on 
public ownership of the means of production, the producers will not exchange 
their respective products; the labor expended on these products will not be 
manifested as the value of these products, nor will this labor manifest the 
physical property inherent in them.” ("Selected Works of Marx and Engels," 
"Critique of the Gotha Program," Vol 3, p 10) What Marx referred to here as not 
being shown as value is exactly the value expressed in terms of use-value, and 
what he referred to as the physical property not being menifested is exactly 

the “physical shell" which manifests value, namely gold and silver used as money. 
If this is not understood in this way, then it would be very difficult fo 
understand the following exposition which Marx made in "Das Kapital": "After 
the elimination of the capitalist mode of production, while social production 
still exists, the rule of value will prevail in the following sense: The 
regulation of labor time and the allocation of social labcr among the various 
productions, and finally the bookkeeping related to these will be of more 
importance than ever before." (Marx: "Das Kapital,” Vol 3, p 963) The rule 

of value just mentioned above means the time needed for socially necessary 
labor. Under the socialist system, this can be expressed directly through 

paper money (labor coupon) without the medium of gold and silver. By the 
regulation of labor time, what is meant is that the production of commodities 
must conform with the requirements of the time necessary for socially necessary 
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labor. by the allocation of social labor among the various productions, vhat 

is meant is the conscientious adherence to the regulation by the law of value. 
Bookkeeping means economic accounting, or what Marx referred to in his statement 
that “in its function as a measure of value, money is used only for monetary 
calculating purposes.” ("Complete Works of Marx and Engels," “Critique of the 
Political Economy,” Vol 13, p 111) Marx’ exposition in this statement can be 
understood as the new form of commodity economy, which is perfectly in line with 
the reality of the socialist economy. Bookkeeping is indeed the very scope 

in which the money for calculation purposes (or standard of value) plans its 
role. Now, it may well be asked: Can things get along without money (labor 
coupons or banknotes)? 


It is quite natural that there exists another confused viewpoint which holds 
that the present commodity economy is still the version which Marx mentioned 

as a commodity economy has not reached its matured stage. It further holds 
that, in the future, when the commodity economy develops to its highest point, 
even the commodity money which we have at the present will be eliminated and a 
new form of planned economy will appear. This is a misunderstanc‘ng of the 
original idea which Marx had in mind. What Marx wanted to alter in the 
commodity economy was the replacement of the relationship of physical things 
ruling over human beings by the relationship of human beings ruling over 
physical things, or to replace the value economy with the time economy. Marx 
pointed out that “with collective production as the premise, regulation by time 
of course still maintains its essential meaning." (Ibid. "An Outline of Critique 
to the Political Economy,” Vol 1, pp 107, 112, 113) We should pay special 
attention to the meaning of the word "still" and the word “essential.” Why 
should we do so? Marx made the following remark when he commented on money: 
"Money means the labor time of the general object, the incarnation of general 
labor time, cr the labor time embodied in the general commodity. The reason 
for this is that labor time is the determinant of exchange value. In fact, 
labor time is not merely the intrinsic yardstick of exchange value. It is 
exchange value itself." (Ibid.) Regarding time as such, Marx further explained 
that “the time needed by the society in the production of wheat and livestock, 
among other things, is becoming less and less, whereas more and more time 

has been devoted to other production, both material and cultural. Just as 
individuais do, social development and comfort as well as the all-round range 
of social activitics depend on the saving of time. After all, economies of 

all activities in the final analysis can be reduced to the economy of time. 
Just as in the case of an individual who must allocate his time correctly in 
order to acquire knowledge and meet the needs of the other activities according 
to an appropriate ratio, the society likewise must allocate its time according 
to its objectives in order to achieve a production in line with all its needs. 
Consequently, the economy of time or the allocation of time, according to plan, 
to the various production sectors is still the most important economic law for 
the society based on « \lectivism,. It may even be said that this is a very 
advanced law." (Ibid) With respect to the law of the economy of time just 
mentioned, is it not in essence just the same as the law of value? To manifest 
itself, is it not necessary for this law to take a certain form? Marx referred 
to this form as labor coupons. The difference between money and labor coupons 
lies in the fact that the former manifests itself through use-value and finally 
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through gold and silver, whereas the latter manifests itself directly through 
labor time. Actually, labor coupons and money have the same function. They 
are both a standard of value, means of circulation, means of payment as well 
as value store (not value store in the sense of general wealth, but as a 
temporary store of value not being used). We are of the opinicn that it is 
justifiable to call it a new kind of money or perhaps labor money. Marx 

did point out that labor coupons will not circulate. He also criticized 
Proudhon's labor money (under private ownership, this is of course unrealistic). 
It is to this point which some comrades cling and will not let go. To be 
realistic, under the condition of the social division of labor, nothing will 
work without the circulation of labor coupons. This is the theoretical 
foundation which underlies my assertion that even the communist society will 
be a commodity economy. 


With reference to the problem of “noncirculatability” of labor coupons, 
Comrade Luo Gengmo gives a good explanation. He thinks that by “noncirculat- 
ability” it is only meant that they have a circulation different from that of 
money. "It does not mean that labor coupons are not exchanged from hand to 
hand and used repeatedly in transactions involved in the planned exchange 
mentioned above." (Luo Gengmo: "The Controversy and Analysis of the Problem 
of Socialist Commodity Money,” The China Publishing House of Finance and 
Economics, 1980, p 517) However, despite Comrade Luo Gengmo's support for the 
contention of the circulatability of labor coupons, he does not recognize 
socialist practice and insists that the socialist economy is not a commodity 
economy, but a noncommodity economy. As a consequence, he also does not 
recognize the representation of value, exchange value and price by labor 
coupons. Actually, this argument is quite beside the point. The ;ceal point 
lies in the different form of expression of value, exchange value and price 
respectively. Under private ownership, value, exchange value, and price are 
labor in substance, but are shown in their material shell. Under public 
socialist ownership, they are labor in form but material in substance. The 
former manifests the relationship of one thing to another concealing the 
relationship of man to man. The latter puts the relationship of man to man 
in a commanding position over the relationship between things. The former 
means rule of men by things, whereas the latter means rule of things by men. 
If we say such a product does not comprise a commodity, the very existence of 
economic categories such as value, exchange value, and price will be negated; 
and if they exist at all, they will be only illusory forms. But this just 
does not make sense. 


To sum up, as indicated by the experiences of socialist construction, we have 
been dealing with the problem of the elimination of commodity money in absolute 
terms. Wowever, the elimination of commodity money in question demanded by the 
socialist society can only mean the counterpart related to private ownership 
rather than the labor coupon type. Probably, this was not foreseen by Marx 
and is denied by Comrade Luo Gengmo. On the other hand, if the boundary line 
between public ownership and private ownership is allowed to be effaced and the 
commodity and money of today are regarded as identical with those under private 
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ownership, this would not be accepted by Marx either, because in such a case 
ownership would amount to zero and what remains would be the generalized 
commodity economy . 


With respect to this question, we should distinguish between Marx" early 
presentation of this subject and his later presentation. In this work "An 
Outline of the Critique to Political Economy,” Marx mentioned that the 

law of value would be replaced by the law of time economy. In "Das Kapital,” 
Marx pointed out that value determinant would replace value manifested as a 
physical object. Actually, the two propositions are consistent in essence, 
as I have already pointed out in the previous part of this article. In the 
light of the principles of political economy, the socially necessary labor 
must be expressed as value. Even when the communist society has been reached, 
we would not label output value as the time involved in socially necessary 
labor, or simply time for production, nor would we Jabel exchange of equal 
values as exchange of equal time. For the comrades who make a fetish of 
use-value, they would either go to the extreme of denying the existence of 
exchange, or simply insist that marginal utility is the only determinant of 
value. This of course runs counter to Marx" basic principle of labor value, 
which is the essence of Marxian political economy. 


Generally speaking, it can be said tac the explanation of the long-lasting 
controversy over “the value base of RMB" without any solution lies in the 

fact that attention has been given only to the physical basis of value, while 
the “outer shell of value" has been neglected. This is the key to the problen. 
It is my deliberate intention to bring this problem to the attention of my 
fellow associates of the economic circles in order to benefit from their 
candid opinions. 


CSO: 4006/190 
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NATIONAL POLICY AND ISSUES 


"RENMIN RIBAO' VIEWS ECONOMIC CONTRACT LAW 
OW200050 Beijing XINHUA Domestic Service in Chinese 0749 GMT 17 Dec 81 


[Text] Beijing, 17 Dec (XINHUA)--Today several newspapers in the capital 
prominently carry the text of the "PRC Economic Contract Law." At the same 
time, they also carry related editorials or commentaries. RENMIN RIBAO 

carries an editorial entitled: "Important Guideline in Economic Relations." 
ZHONGGUO CAIMAO BAO carries an editorial entitled: "An Important Law To 

Protect Legitimate Economic Interests." GUANGMING RIBAO carries a commentator's 
article entitled: "Conscientiously Implement the Economic Contract Law; 
Actively Promote the Economic Contract System." 


The RENMIN RIBAO editorial says: This economic contract law is formulated 

on the basis of the current economic system in China for the sake of improving 
the economic results in the realms of production, construction and circulation 

by summing up China's experience in all economic contacts during the past 

30 years and more and drawing on some of the successful experiences in foreign 
economic contract laws. In the form of a law, it specifies the general regula- 
tions and requirements in signing economic contracts between all legal parties 
involved including enterprises, rural communes and brigades, state organs, 
institutions and mass organizations and between legal parties involved, 
individuals working on their own and rural commune members. It spells out one's 
responsibilities for breaking contracts, and defines the demarcation line between 
the legal and the illegal in signing and implementing economic contracts. It is 
our important guideline in handling economic contracts and a powerful weapon in 
correcting unhealthytrends in the economic sphere, stopping the under-the-table 
relationship and meting out punishment for those who carry out illegal activities. 
It constitutes a guarantee to the normal development of our economic activities 
along the socialist path. All organizations--from the leading organs to the 
basic-level units--and all the people--from leading cadres to the individual 
citizens--must strictly observe the economic contract law. 


The editorial points out: By enforcing the economic contract law, we will be 
able to effectively guarantee the implementation of the national economic plan. 
Through the signing of economic contracts, the various enterprises and under- 
takings work out the details of the state plans and insure their implementation. 
Without the contracts, it will be impossible to carry out the plans. To fulfill 
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the contracts is to carry out the plans. Through their control over contracts, 
leading organs strengthen and improve their leadership over economic work and 
avoid the excessive use of administrative measures to interfere with the 
economic life. At the same time, the signing of contracts is also conducive 
to emancipating the leading cadres from their busy life in handling economic 
contradictions. The economic contract law also spells out the liability of 
the leading organ at the higher level or the organ in charge of the business 
in any breach of contract due to its own mistakes. This is conducive to 
encouraging the organ at the higher level in improving its leadership in 
economic management and overcoming bureaucracy and subjectivism. 


The editorial says: The economic contract law is an important legal means to 
insure the fulfillment of the goals in socialist production. When we sign 
whatever economic contracts Of produce whatever products, we must take the use 
value into consideratio1.. Only by making the products suited to the popular 
tastes and needs of the market will it be possible for us to incessantly 

satisfy the ever-increasing needs of the people in their material and cultural 
life. The ten basic contracts enumerated in the economic contract law on 
purchasing and marketing, construction projects, processing materials, cargo 
shipment, supply of electric power, storage, rental of properties, loans, property 
insurance and cooperation in science and technology are the most common major 
economic contracts in maintaining economic contracts. The fulfillment of these 
contracts will help enterprises improve their management and raise their labor 
productivity with the law of value and achieve better economic results with less 
manpower and lower raw material consumption in handling economic relations at home 
and abroad so that the masses will really benefit from them. Therefore, it is 
very important for us to protect the authority and seriousness of the economic 
contract law. The state should deal with the case according to law once the 
legitimate interests of the contracting party of an economic contract are harmed. 


The editorial emphatically points out: Reputation is the key in fulfilling economic 
contracts. In order to safeguard one's reputation in fulfilling contracts, it 

is necessary to pay attention to ideological and moral education in addition to 

the use of legal measures. It is necessary to deal with each other with sincerity 
and keep promises between the buyers and sellers, between those who receive the 
service and those who render the service and between producers and consumers. 

Our good reputation in fulfilling contracts will help us increase our economic 
contracts internationally. 


In conclusion, the editorial says: In order to correctly apply the economic contract 
law, do a good job in controlling economic contracts and in mediating and abritrat- 
ing between the contracting parties, all the units concerned must bring up, train 
and assign competent professionals. Efforts must be made to rapidly set up and 
improve consultation and advisory organs as well as economic procuratorial and 
judicial organs. Regulations for all kinds of specific economic contracts must 

be worked out according to the economic contract law. It is our belief that 

after the economic contract law is put into effect on 1 July of next year, it 

will definitely be able to play a positive role in the development of our national 
economy. 


CSO: 4006/186 
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ECONOMIC PLANNING 


YUNNAN MEETING DISCUSSES INDUSTRIAL TASKS 
HK200315 Yunming Yunnan Provincial Service in Mandarin 1100 GMT 19 Dec 81 


[Excerpts] The industry and communications enterprises throughout the province 
must center their efforts of improving economic results in making their 
arrangements for planning and work in the first quarter of next year. This 
was the instruction issued by the provincial people's government at a telephone 
conference on the evening of 18 December. 


The meeting first conveyed the State Council's recent circular to all provinces, 
municipalities, autonomous regions, ministries and commissions on seriously 
arranging well industrial production and communications and transport work in 
the first quarter of next year. 


Yunnan Province has already overfulfilled the production plans for this year. 
Total value of industrial output is estimated to reach 6.5 billion yuan, a 
7-percent increase over last year. Increases of 10 percent have been recorded 
in tax revenue and profits. The conference called on the province's industry 
and communications front to brace spirits, seek truth from facts, and do a good 
job in production next year. They should strive for an increase of 4.5 percent 
in total industrial output value next year. In particular, they must center 
their efforts on improving economic results in arranging well the plans and 
work for the first quarter, to ensure that total output value during the quarter 
reaches 1.7 billion yuan, an increase of over 10 percent over the same period 
this year. The province must ensure an 8 percent rise in output of consumer 
goods next year, and strive for a 10-percent rise. 


Energy production and conservation must be tackled well. The first quarter is 
the good season for coal production. The mines should strive to overfulfill 
their quotas, ensure the fulfillment of 25 to 30 percent of the year's plan, 
and maintain or surpass the level of the fourth quarter of this year. It is 
necessary to handle correctly the relationship between readjustment and 
increasing production, and speed up readjustment and promote production by 
carrying out reorganization. Electric power departments must do a good job in 
plant maintenance. 


Both the new year and the Spring Festival occur in January. It is necessary 
to carry out deepgoing and meticulous ideological and political work and guard 
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against slackness, enterprises engaged in continuous production and communica- 


tions and transport enterprises should not in principle take holidays during 
the festivals. 


During the meeting, in accordance with the instructions of the provincial CCP 
committee and people's government and the State Economic Commission, the 
provincial economic committee reiterated and clearly stated five unchanging 
policies for next year: 1) the managerial responsibility system and workers' 
congress system under party committee leadership; 2) the orientation of 
expanding enterprise decisionmaking powers and promoting economic responsibility 
systems; 3) the economic policy of supporting and encouraging industry under 
collective ownership in the urban areas; 4) the principle of six priorities in 
developing light and textile industrial output; 5) the policy of bringing into 
play the stimulating role of regulation by market mechanism, under the guidance 
of the state plans. 


During the meeting, Vice Governor Zhang Yun called on the industry and communi- 
cations front to develop and carry on the good momentum of the fourth quarter 
of this year and achieve still greater economic results, to make an excellent 
start in production over the whole year. He demanded that economic results 
increase by over 10 percent compared with this year, outstripping the production 
growth rate of 4.5 percent. 


CSO: 4006/194 


25 





ECONOMIC PLANNING 


NINGXIA MEETING DISCUSSES INDUSTRIAL TASKS 
HK270356 Yinchuan Ningxia Regional Service in Mandarin 2300 GMT 26 Dec 81 


[Summary] The Ningxia Regional People's Government convened a conference on 
26 December to arrange industry and communications work in the first quarter 
of next year. The conference demanded that all industrial enterprises do a 
good job of work in this respect, centering their efforts on improving 
economic results, and lay a fine foundation for fulfilling the tasks of the 
whole year. 


Analyzing the situation in Ningxia industry and communications that year, 
the conference pointed out: the situation of passivity has been reversed, 
and production has improved each quarter. Total value of output in November 
exceeded level for November 1980. Continued growth has been maintained in 
December. 


The conference demanded that the region fulfill 23 to 25 percent percent of 
the year's plan in the first quarter, with a 6-percent increase over the same | 
period of 1981. Production plans and measures should be rapidly worked out 
for each enterprise, workshop and shift. Efforts should be made to improve | 
product variety and quality and expand sales. While ensuring the transport 

of key materials, the transport and communications units should also make 

proper arrangements for Spring Festival passenger traffic. 


The conference held: "All areas and departments must transfer a number of 
cadres to go down as quickly as possible and help to straighten out the enter- 
prises, These cadres should first be trained, and should be led by leading 
cadres. By carrying out this work, they should cut input consumption and waste 
and improve enterprise economic results." 


Regional people's government vice chairman Li Yunhe spoke at the conference. 
He said: "We must conduct education in the economic situation, the tasks and 
the gulding, principles for the workers of the region. We must learn the 
Daqing spirit of patriotism, conquest of difficulties, study and dedication, 
uphold the principle of putting ideology to the fore, strengthen ideological 
and political work and the sense of organization and discipline, and grasp 
work in a thoroughly sound way so as to make a success of production in the 
first quarter." 


CSO: 4006/194 
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ECONOMIC MANAGEMENT 


RESPONSIBILITY SYSTEM ENTAILS SETTING OF WORK QUOTAS 
Xian SHAANXI RIBAO in Chinese 20 Oct 81 pl 


[Article by Commentator of SHAANXI RIBAO entitled “The Establishment of the Respon- 
sibility System Necessitates the Setting of Work Quotas") 


[Text] Quite a few enterprises in our province have adopted the system of awarding 
bonuses for joint production, for joint responsibility, for meeting the various set 
quotas, for exceeding the piecework quota for small collectives and for accumulating 
work points for small specified targets. A small number of enterprises which have 
adopted a flexible wage system wherein the wages and bonuses paid to workers are 
determined by their responsibilities in their units, the productiveness of their labor 
and the success or failure of their enterprises, have achieved good economic results 
by activating the positive attitude of the workers. Facts have proved that the 
industrial and communications enterprises, by adopting various systems of economic 
responsibility, have made the correct decision. 


The adoption of the economic resposibility system and the rejection of the principle 
of equalitarianism and the “eating out of a large pot" mentality has truly kept 

faith with the party's policy of giving to each according to his work and of giving 
more for more work by activating the positive attitude of workers. In the imple- 
mentation of the responsibility system, the setting of work quotas serves as a basis 
for strengthening the administration of projects, for econamic computation and for 
evaluating production efficiency. It is a prerequisite for perfecting the economic 
responsibility system and for tightening labor discipline. For this reason, the 
adoption of the economic responsibility system requires the setting of an innovative 
and reasonable quota for labor. By innovative is meant that the setting of work 
quotas must reflect the level of new production techniques, give full consideration 
to the improvement of equipment, the adoption of new working methods and such new 
factors as the incorporation of valuable experiences. By reasmable is meant that, 
in the setting of work quotas, attentiao should be given to actual conditions of the 
enterprises so that large numbers of workers may, through their efforts, meet and 
exceed the targets without sacrificing quality and jeopardizing their safety. If 

the quota is so low that it can be reached or exceeded effortlessly, it cannot 
accurately reflect the objective labor conditions, the technical level and the positive 
attitude of the workers. On the other hand, too high a quota would make it impossible 
for workers to get the job done no matter how hard they try. Unrealistic and 
unreasonable quotas cannot serve to motivate large numbers of workers to emulate, 
catch up with and surpass the progressive workers and to raise their own cultural 
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and technical standard and skills. For this reason, the setting of a proper work 
quota is of vital importance. Some comrades in leadership positions in variqus 
enterprises display a negative and unhealthy attitude in seeking to reach a reasonably 
high quota. Too low a quota is not in keeping with realities. It not only fails to 
motivate the positive attitude of the masses, but, on the contrary, would deal a blow 
to and adversely affect the positive attitude of the workers. For this reason, it 

is utterly necessary to heighten the understanding of the quota system on the part 

of the cadres at various levels so that they may appreciate its significance in the 
implementation of the systems of giving to each according to his work, of lin«xing 
output to remuneration, and of econamic responsibility. In setting work quotas, it 
is necessary to have a correct guideline. In seeking to meet work quotas, it is 
necessary to have a positive attitude so that they may truly serve the purpose of 
raising production, encouraging the workers to increase their production, achieving 
the goal of increasing the income of the nation, and increasing the assets of the 
enterprises and the wages of the workers. Those in leadership positions at various 
levels should take work quotas as an important factor in their effort to put the enter- 
prises in proper functioning order. An end must be put to the practice cf setting 
too low a quota merely to increase the income of the workers. At the same time, it 
is necessary to strengthen the application of the quota system and to establish 
proper work quotas so that the work quota system may be applied as a matter of course 
and in a systematic manner. 


The work quota system is a matter affecting a large number of the masses. Since it 

is closely related to the efficiency of labor production andthe personal benefit of 
the workers, it must be taken in all seriousness. It is necessary, under the united 
leadership of the party, to strengthen the rank and file responsible for administering 
the work quota system and to raise the efficiency of the enterprises. It is also 
necessary to motivate the masses, to depend on the masses, to take the line of the 
masses, to conduct surveys and research in depth and to make a success of pilot pro- 
jects in pursuit of this line of work step by step and according to a set plan. 


9621 
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ECONOMIC MANAGEMENT 


HUBEI DISCUSSES INDUSTRIAL READJUSTMENT WORK 
HK150300 Wuhan Hubei Provincial Service in Mandarin 1100 GMT 13 Dec 81 


[Text] From 8 to 13 December, the Hubei provincial meeting on readjusting 
industrial and communications enterprises which was attended by the chairmen 
of the economic committees of all prefectures and municipalities conducted 
discussions and decided to use next year to readjust enterprises in a universal 
and down-to-earth manner and enhance their management levels. In the course of 
readjustment, we must lay stress on speed, quality and economic effects. Before 
the end of next year, we must strive to change more than 10 percent of the 
industrial and communications enterprises throughout the province into enter- 
prises of the No 1 category which measure up to the six criteria. More than 
20 percent of the large and medium-sized enterprises should become enterprises 
of the No 1 category. It is essential to remarkably increase the number of 
enterprises of the No 2 category and to change the outlook of the enterprises 
of the No 3 category during a specified period. To attain this target, we 
must do the following work: 


First, we must further readjust well the leadership groups of enterprises. 
After the readjustment of enterprises, a ‘alf of the cadres in the leadership 
groups should be middle-aged and young cadres who understand productive tech- 
nology, have professional knowledge, pussess management skills, have good 
ideology and work style and are young and energetic. Those enterprises with 
conditions must have two-thirds of such cadres. 


Second, it is essential to tidy up labor discipline and do well in building the 
force of staff and workers. CCP committees of the enterprises must strengthen 
ideological and political work, further eliminate the state of laxity and weakness 
within the leadership. Through the congress of staff and workers, every enter- 
prise must discuss and formulate regulations for its staff and workers as well 

as regulations and discipline for each factory. 


Third, it is necessary to vigorously tidy up enterprises’ fundamental work and 
do well in management. Stress should be laid on readjusting enterprises of the 
Nos 2 and 3 categories this year and next. All large and medium-size enterprises 
and 80 percent of enterprises at and above county level nust step up the 
development of accounting system for the factories, the wholes staff and the whole 
productive process. We must formulate the plans for the average advanced quotas 
and creating well-known brands of products. 
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Fourth, it is imperative to completely understand the economic responsibility 
system in industrial production. Under the guidance of the state plans, we 
must regard raising economic effects as our aim and closely combine all 
factors, spontaneously observe financial and economic discipline and constantly 
put on a sound basis the economic responsibility system in industrial production. 


Fifth, we must link readjusting enterprises with learning from the experiences 
of Shanghai and other advanced places in enterprise management. 
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ECONOMIC MANAGEMENT 


QINGHAI ENTERPRISE ECONOMIC DISCIPLINE INSPECTION 
SK200650 Xining Qinghai Provincial Service in Mandarin 2330 GMT 19 Dec 81 


[Text] According to our sources, the provincial people's government on the 
afternoon of 18 December held a mobilization rally on conducting inspections 
of financial affairs and the observance of financial and economic disciplines 
among enterprises at the provincial level. 


Liu Shulin, deputy provincial governor, made a mobilization report. He said: 
To tap the potential of enterprises, increase economic results, increase 
revenue and spend limited funds on economic construction, it is necessary to 
conduct inspections of the financial affairs of enterprises. 


This inspection is intended for state-run enterprises and, in particular, for 
large and medium enterprises. Meanwhile, the basic work for the economic 
accounting and the financial management and the observance of financial and 
economic disciplines will be inspected. While conducting inspections, enter- 
prises should overcome selfish departmentalism, pay attention to the overall 
situation and not engage in selfish calculations. 


Comrade Liu Shulin pointed out: Economic reform should be conducted in a planned 
way instead of in an arbitrary way, enterprises should abide by the unified 
state policies and regulations and not undermine the foundations of the state. 

If they do not follow state plans, the enthusiasm of the workers and staff 

will decline and the production orientation will go astray. 


Enterprises should be concerned with the people's livelihood. However, the 
people's livelihood must be improved gradually in line with the development 
of production. Leaders of enterprises must not yield to the wrong ideology 
of the masses and seek private gains at public expense. 


This inspection is a self-inspection. Mutual inspection between enterprises is 
also needed. Problems discovered during the inspection should be conscientiously 
solved, and discipline-violating enterprises should be punished. As for enter- 
prises which have committed serious mistakes, their leaders and responsible 
persons should be investigated and held responsible. Discipline violations re- 
vealed by enterprises themselves may be dealt with leniently, those which hide or 
refuse to correct mistakes must be strictly punished. 


The provincial people's government has established a leading group for this inspec- 
tion. Song Lin, deputy provincial governor, presided over the rally. 


CSO: 4006/183 
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FINANCE AND BANKING 


YUNNAN REVENUES SHOW INCREASE 
Kunming YUNNAN RIBAO in Chinese 21 Oct 81 pl 


[Text] Reverwes of Yunnan Province from January to September, which account for 87.5 
percent of the annual quota, have shown an increase of 16.5 percent over the figure 
for the same period last year. The seven prefectures and autonamous prefectures of 
Yuxi, Chuxiong, Zhactong, Baoshan, Dehong, Nujiang and Diging reached or exceeded 
the annual quota three months ahead of schedule while Lincang, Daachuan, Qujing and 
Xishuangbanna have reached oer 90 percent of the annual quota. 


One important feature in the revenue receipts of our province this year is that, 
following the adjustment in the structure of industrial and agricultural production 
in our province, there have been striking changes in the reverwe structure. Bumper 
harvests in the agricultural sector, the development of light industries, and 
especially the increased production of commodities for which a high rate of taxation 
is levied, have resulted in an increase of 21.1 percent in the revenues collected by 
the localities and counties and an increase of 24.7 percent in the taxes collected 
from the industrial and canmercial sectors compared to the same period last year. 
This increase indicates that the implementation of our econamic policy for the rural 
areas has resulted in an increase of raw materials from the localities and counties 
for the development of the processing enterprises of agricultural products. Revemes 
fran such highly-taxed products as cigarettes, sugar, alcoholic beverages, textiles 
and tobacco leaves alone came to 151 million yuan, an increase of 45.6 percent over 
the amount for the same pericd last year. 


Another notable feature is that the readjustment of the ecmamy, the reform of the 
financial administration system of state enterprises, and the broadening of control 
which the enterprises have oer financial matters have served to promote the joint 
benefits of the state, the enterprises and the individuals and to activate the 
positive attitude of the enterprises and the workers to increase their production and 
income. As a result of increased production and profits in the localicies and 
counties, revenues paid to the state have increased by 4.3 percent over the same 
period last year. Anothr notable feature is that the easing of the burden on the 
people has served to give them a breathing spell. First, taxes on agricultural pro 
ducts have been greatly reduced. Secondly, the purchasing price for such daily 
necessities as food, oil, cotta and coal has been raised while the selling price has 
remained unchanged. The difference between the purchasing and the selling price is 
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made up by the financial administration. It goes to shaw that, although the state is 
under financial difficulties, the party and the government have made great efforts to 
increase the incame of the farmers, to stabilize commodity prices, to lighten the 
burden of the people in the cities and villages and to stabilize and improve the 
people‘s livelihood. 
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MINERAL RESOURCES 


BRIEFS 


SHANDONG GOLD MINE-—-(Mingshan) branch of the Zhaoyuan gold mine prefulfilled 
its annual profit and gold production plan by 90 an! 55 days, respectively. 
After fulfilling its annual plan, the (Mingshan) branch had handed over to 
the state 2,260 liang of gold and 900,000 yuan in profits by 13 December. 
[Jinan Shandong Provincial Service in Mandarin 2300 GMT 19 Dec 81 SK] 
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INDUSTRY 


BRIEFS 


LIAONING CHEMICAL INDUSTRY--Liaoning Province's chemical industrial departments 
are cooperating with Hubei Province'’s Yichang phosphate mine to explore 
phosphate rock. According to the contract, by the first quarter of 1982, 
Liaoning’s chemical industrial departments should grant 2 million yuan of 
interest-free loans to help the Yichang phosphate mine expand phosphate 
production. Hubei'’s Yichang Phosphate mine should provide Liaoning 

Province 50,000 tons of rock phosphate annually until 1984 and with 

100,000 tons of rock phosphate annually after 1984 and pay back all loans 

with rock phosphate within 5 years. In the past year, since the contract was 
signed, Liaoning's chemical industrial departments have granted 1.5 million yuan 
in loans to Yichang phosphate mine, and the other side has provided Liaoning 
Province with 55,000 tons of phosphate rock. As of the end of October, 
Liaoning Province had produced 418,600 tone »*f phosphate fertilizer, overful- 
filling the annual production plan 2 months aiead of schedule. [SK010624 
Shenyang Liaoning Provincial Service in Mandarin 1100 GMT 30 Nov 81 SK] 


HENAN TEXTILE INDUSTRIAL OUTPUT--By further readjusting policies and improving 
the quality of products, the Henan textile industrial front had overfulfilled 
the year's output value quota by the end of November. The total output value 
increased by 17 percent over the same period last year. The export quota 

for textiles increased by 24 percent over the same period last year. The profits 
derived from every hundred yuan of output value increased to 13.41 yuan from 
last year's 12.92 yuan. This year, the provincial textile bureau actively 
changed the commodity structure and the structure of service and trades. 

By tapping the potentials of the enterprises and promoting cooperation among 
the enterprises, the province strengthened the building of weaving machines. 
Thus, output of weaving machines increased to 21,000 tons from last year's 
19,000 tons. Furthermore, all weaving plants attached importance to the 
quality and variety of their products. There are now some 72 fine textile 
products produced throughout the province, an increase of nine items over the 
same period last year. The province's textile products have won several 
prizes in national competitions, and they are now sold in the markets of 
Shanghai and Beijing. [Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 
13 Dec 81 HK] 
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CHEMICAL FERTILIZER OUTPUT--Beijing, 12 Dec (XINHUA)--China's chemical fertilizer 
industry fulfilled this year's production plan 26 days ahead of time. By 

12 December, it had produced more than 57.5 million dun of standard chemical 
fertilizer, surpassing the state plan by more than 1.5 million dun. It is 
expected to produce 2 million dun more chemical fertilizer by the end of this 
year. From January to October, more than 53 million dun of chemical 

fertilizer were sold throughout China, topping that in the same period last 


year by 5 percent. [Beijing XINHUA Domestic Service in Chinese 1428 GMT 
12 Dec 81 OW] 


SICHUAN MACHINE PRODUCTION--The machine-building industry in Sichuan has enlarged 
the field of its service to meet the needs of hundreds and thousands of people. 

As a result, it fulfilled the year's target 1 month ahead of schedule. Up to 

the end of November, its output value totaled 1.18 billion yuan and a total 
output value of 1.3 billion yuan for the year is anticipated. The output value 

of the products made for the light and textile industries, of those made to 

meet the daily needs of the masses and of those made for export have all increased 


by 100 percent over the figures last year. [HKO31332 Chengdu Sichuan Provincial 
Service in Mandarin 2300 GMT 2 Dec 81 HK] 


HUNAN INDUSTRIAL OUTPUT--According to a HUNAN RIBAO report, Hunan Province has 
done well in industrial production in November. The total industrial output 
in November increased by 12.3 percent over the corresponding period last year. 
Since September, the province's industrial output has been gradually increasing 
each month. In November, light industrial output was increased by 21.2 percent 
over last November and heavy industrial production also increased. In the 

light of this, the provincial people's government demanded that leading 
industrial and communications departments at all levels organize well industrial 


production in December. [HK101227 Changsha Hunan Provincial Service in Mandarin 
2310 GMT 5 Dec 81 HK] 
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CONSTRUCT ION 


"RENMIN RIBAO' ON CEMENT, GLASS PRODUCTION 
HK281142 Beijing RENMIN RIBAO in Chinese 19 Dec 81 p 3 


[Editorial: "Develop Glass and Cement Production To Meet the Demands of 
Housing Construction in the Cities and Countryside"] 


[Text] Im the last few years, a great number of residences have been built in 
the cities and countryside of our country. This has begun to improve the living 
conditions in the cities and countryside, and thus partly solved the problems 
which have existed for many years. However, due to our country's large 
population and limited construction funds, there exists a very big gap between 
the ever-growing demand and the supply of completed residences. In order to 
close the gap, we have to continue our efforts in the future. The demand for 
glass and cement, as the principal materials for housing construction, will 
become greater and greater as the scale of housing construction is expanded. 


Since liberation, the production of glass and cement has developed at a very 
high speed. Compared with the situation in 1949, the annual output of glass 

in 1981 in the whole country has increased by 24 times and that of cement by 
120 times. Although the development is really fast, the contradiction between 
supply and demand remains quite acute. At present, the annual demand for glass 
in the cities and countryside of the whole country is 60 to 70 million standard 
panes. However, the present production output can only fulfill 40 percent 

of the urban demand while the demand in rural areas can hardly be met. On 

the other hand, cement is also in short supply. In quite a few places, 
although peasants badly need cement-made component parts to build houses, 

they can only get a very small supply. Therefore, it is the ardent wish of 

the broad masses of the people to see that active measures are taken to boost 
the production of glass and cement, 


Glass and cement are closely related to the livelihood of the broad masses of 
the people. We should have sufficient understanding of this matter and, in 
particular, bear in mind the importance of glass and cement to the livelihood 
of the 800 million peasants when mapping out plans and assigning production 
tasks. In the readjustment of the national economy, we must take glass and 
cement into account while stressing the development of the light and textile 
industries; we must attach equal importance to the construction materials 
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industry and the light and textile industries, and guarantee planned supplies 
of fuel, energy, raw materials and a transportation network so as to boost 
glass and cement production. 


At present, glass and cement plants are overloaded in terms of production tasks. 
In quite a lot of cases, production equipmant is operated in spite of it being 
in need of repair. Nevertheless, output still cannot meet demand. Therefore, 
we must attach importance to the construction materials industry in the 
readjustment of the national economy, speed up the development of the construc- 
tion materials industry and expand the production of glass and cement. Speaking 
specifically, first, we must build some new plants, and concentrate our forces 
on speeding up those projects which are under construction. As for those 
projects which have been canceled or postponed, we must carry out investigation 
of, and studies on, their feasibility; in short, we must proceed in everything 
according to the state plan. Second, we must fully make use of the existing 
enterprises by expanding and reforming them, We must vigorously promote new 
technologies, whether invented at home or abroad, which are highly efficient 

in terms of production and economical in terms of energy consumption. At the 
same time, in the light of actual conditions, we should appropriately make 

use of those technologies and that equipment which is considered less advanced 
in economically developed countries but which is still adaptable and economical 
for our country, and try our best to boost the production of glass and cement 

as soon as possible. 


Whether building new plants or expanding and transforming old plants, we need to 
raise funds through various channels. We must give priority to the development 
of the construction materials industry as a production sector which is brimming 
with vigor and is capable of increasing accumulation. We must maintain a 
balance between the production of different construction materials within the 
construction materials industry, and set a correct and rational investment ratio 
for the production of glass and cement, We must mobilize the initiative of the 
central authorities, local units and enterprises, make use of the forms of 
merging, pooling funds and so on, and allow them to pool their funds to jointly 
establish glass and cement plants and to promote the production of materials 

for building rural houses. The products of those glass and cement plants which 
have been established with joint investments by local units, departments and 
enterprises, should be shared in accordance with the investment proportions. 
Those establishing glass plants can also charge their expected customers a certain 
amount of deposit in exchange for a guaranteed glass supply. Since glass and 
cement are promising in the field of export trade, we should actively employ 
foreign capital in importing new technologies or developing compensation trade. 


In the present administrative system of the construction materials industry, 
there are quite a few weaknesses which hinder the development of the productive 
forces. We must make up our minds to carry out reforms step by step in order 

to eliminate all these weaknesses. We must carefully deliberate on the policies 
on the prices, profits and taxation of glass and cement, turning the present 
contradiction between supply and demand into a motive force for the further 
development of production. 
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Small-sized glass and cement plants are being developed quite quickly and this 
has had positive effects in helping to ease the contradiction between the supply 
and demand of glass and cement. However, the economic results achieved by 
small-sized glass plants are rather bad. Compared with ordinary glass plants, 
the energy consumption rate is 2 to 3 times higher, the production cost is 

100 percent or more hijyher and therefore the prices are 2 to 3 times higher, 
even though their products are substandard. For this reason, we must 
differentiate betweeu small-sized glass plants. Those with better ccaditions 
should be expanded and transformed into large and medium-sized plants and 
their technological level and management standard should be improved; those 
which overconsume energy should be brought under control, and no more small- 
sized glass plants should be built in the future. On the other hand, small- 
sized cement plants actually form a force which cannot be ignored and which 
occupy an important position in the whole cement industry. All small-sized 
cement plants should further undergo restructuring, reorganization and upgrading 
during the Sixth Five-Year Plan. At present, quite a few small-sized cement 
plants are facing the problem of inferior quality and high costs. We must 

pay sufficient attention to this, conscientiously carry out restructuring, 

and try our best to improve the quality of products. Out of our sense of 
responsibility to the state and the people, we should work hard to ensure the 
quality standard of cement produced and strictly prevent products which have 
not passed inspection and which are below the required standard from leaving 
the factories. 
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CONSTRUCT ION 


HEBEI HOLDS CONFERENCE ON URBAN CONSTRUCTION 
HK171400 Shijiazhuang Hebei Provincial Service in Mandarin 0400 GMT 8 Dec 81 


[Summary] The Hebei Provincial Government recently held a conference on urban 
construction. The conference studied the principle and policy of the central 
authorities on urban construction and the important instructions of leading 
comrades uf the central authorities and discussed the main problems existing 
in the course of urban construction in the province and their solutions. "The 
conference concentrated discussion on the principle of strictly controlling 
construction in the big cities, rationally developing the medium-sized cities 
and actively developing the small cities." 


The conference held: "The main duty of city mayors is to improve urban planning, 
construction and management and create excellent conditions for urban people's 
production and livelihood." The conference held: "In building a modernized city, 
it is necessary to have a scientific plan for the city. Not only the big and 
medium-sized cities but also the counties, townships and communes must formulate 
plans. Ali municipalities, counties and townships must include urban planning 

on the agenda of governments at all levels, actively organize forces, use the 
three-in-one method of leaders, technicians and the masses, speed up the 

revision and formulation of the plans and lay a foundation for scientifically 

and rationally reforming and building modernized cities." 


The comrades attending the conference held that one of the important problems of 
current urban construction in the province is that urban residential houses are 
in short supply and urban public facilities are seriously inadequate and very 
backward. The conference pointed out that it is essential to do everything 
possible to mobilize the enthusiasm of all departments, take the mass line and 
adhere to the principle of self-reliance. "In housing and urban construction, 
under the guidance of unified planning, we must allow construction work to be 
done by the state, the collective, a group of people or units and individuals. 

We must raise funds for urban construction through many channels and increase the 
proportion of investment in urban construction.” All municipalities, counties and 
townships must mobilize the masses to voluntarily take part in urban construction. 


This conference also discussed the Hebei provincial regulations for urban planning, 
for municipal and township housing and estate management and for urban upkeep and 
the Hebei provincial methods of tending urban gardens and trees. The conference 
also decided that all counties and municipalities throughout the province must 
universally establish urban construction committees, which, under the direct 
leadership of governments at all levels, are responsible for planning and designing 
urban projects, public utilities, environmental sanitation, environmental protec- 
tion, urban gardens and trees and housing and estate management. 
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CONSTRUCT ION 


BRIEFS 


JILIN RURAL HOUSING--New houses with a floor space of 9.1 million square meters 
have been completed in rural areas in Jilin Province this year. Over 149,900, 
or 5 percent of peasant families, have moved into new houses, registering a 
50-percent increase compared with last year. About 70 percent of the new 
houses are built with bricks and tiles. In some suburban areas and richer 
communes, some residential buildings have balconies. On an average, each 
peasant is occupying a 12-square-meter area. [SK190920 Changchun Jilin 
Provincial Service in Mandarin 2200 GMT 18 Dec 81 SK] 
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DOMESTIC TRADE 


BRIEFS 


NEI MONGGOL CONSUMER GOODS--According to our correspondents (Zhou Jinmin) and 
(Zhao Yuyun), national defence industrial enterprises throughout the region 
have vigorously produced products for civilian use and made contributions to 
enlivening the economy and to booming markets. According to statistics, 
these enterprises have produced some 127 million yuan worth of products for 
civilian use in the past 3 years. They have produced some 300 varieties 

of such products, inciuding sewing machines, bicycles, electronic watches 
and many other major consumer goods. Many products are well received by 

the masses and in great demand in domestic markets due to good quality and 
low prices. [Text] [SK230204 Hohhot Nei Monggol Regional Service in Mandarin 
1100 GMT 22 Dec 81} 


SHANGHAI CONSUMER GOODS--In the course of economic readjustment, the defense 
industry system in Shanghai has insisted on combining production of military 
items with that of goods for civilian use, opened new lines of production and, 
making full use of its technical and equipment advantages, actively served 
the light and textile, handicraft and food industries. So far the system has 
already set up 23 production lines to turn out products for civilian use. 
Products include ceiling fans, television sets, wristwatch cases, bicycle 
chains, watt-hour meters, radios, [words indistinct] and so forth. Since the 
beginning of this year, it has also provided nearly 100 kinds of technical 
equipment for civilian industries, including a machine tool for processing 
(?eight-speed) bicycle free wheels, an instrument for measuring fastness of 
colors in printing and dyeing and a [words indistinct] plastic printing press 
and so forth. On 24 December, the municipal people's government defense 
industry office held an experience-exchanging meeting, summed this year's 
work and planned and made arrangements for work in the first quarter of the 
next year. [Text] [0W271037 Shanghai City Service in Mandarin 1130 GMT 

24 Dec 81] 
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FOREIGN TRADE 


BRIEFS 


GUANGDONG JIANGMEN SHIPYARD--Jiangmen shipyard has promoted production and 
entered the international market. In 1980, because capital construction 
had been reduced, the shipyard was short of work and it sought outlets in 
the international market. In 1980 it received orders from foreign traders 
for 4 pontoons, weighing 1,200 tons each. In 1981, it received orders for 
9 pontoons, weighing 1,250 tons each, and 7 tugboats of 450 horsepower each, 
which accounted for 54 percent of the year's quota. By the end of 
November, the gross industrial output value of this shipyard had increased 
by 13.76 percent over the same period last year, and it is expected to 
overfulfill the year's quota for profits by over 27 percent. [HK220920 
Guangzhou Guangdong Provincial Service in Mandarin 1000 GMT 10 Dec 81 HK] 
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LABOR AND WAGES 


BRIEFS 


GUANGDONG EMPLOYMENT ARRANGEMENTS--In 1979 and 1980, urban areas in Guangdong 
Province arranged jobs for 930,000 people awaiting employment. From January to 
September this year, they also arranged jobs for some 280,000 people. It is 
estimated that by the end of this year, they can fulfill their quota for 
arranging jobs for 400,000 people. The province can thus basically solve the 
problem left over for years by employing urban youths awaiting employment so 
that the number of urban people who are employed reached 66.1 percent of total 
urban population and this will result in Guangdong having the highest provincial 
urban employment figure in the whole country. The number of people awaiting 
employment who have since been employed by small collective enterprises in the 
province this year accounts for 56 percent of the total number of people 
employed. The province has set up some 160 labor service companies, which are 
responsible for arranging jobs for people and conducting technical training. 
[HKO31448 Guangzhou Guangdong Provincial Service in Mandarin 1000 GMT 1 Dec 81 HK] 


GUIZHOU EMPLOYMENT CONFERENCE--The Guizhou Provincial Labor Bureau recently held 
a conference of the labor bureau directors of all prefectures, autonomous 
prefectures and municipalities throughout the province. The conference summed up 
experiences in employment and looked into the labor situation. The conference 
demanded that all places adhere to the principle of a three-in-one combination 
which was put forth by the central authorities, vigorously develop the collective 
economy and the economy of individual undertakings and arrange jobs as quickly as 
possible for the young people awaiting employment. Labor departments at all 
levels throughout the province must support the collective and the individual 
economy and develop commerce and serve trades and consumer goods production trades 
which have a close connection with people's livelihood in order to offer more 
jobs to the people awaiting employment. They must in accordance with local 
conditions also take all suitable measures to run labor service companies well. 
The province must strive to arrange jobs for all urban young people awaiting 
employment during the period of the Sixth Five-Year Plan. [HKO31332 Guiyang 
Guizhou Provincial Service in Mandarin 2315 GMT 28 Nov 81 HK) 


GUANGXI NANNING EMPLOYMENT PROBLEM--Nanning Municipality has greatly developed the 
collective economy and individual economy so as to provide more employment 
opportunities since 1979, According to statistics compiled at the end of 
September, jobs have been arranged for some 66,000 people, accounting for 








[figure indistinct] percent of those awaiting jobs. Over the past 2 years and 
more, 1,282 enterprises run by educated youths of various trades have been 
established, providing jobs for some 32,000 people; the municipal commercial 
and industrial departments have issued certificates to 2,770 individual 
households which applied for running enterprises, this providing jobs for 
3,343 peopie. In order to sum up experiences in arranging jobs for those 
awaiting employment and do a better job of this work in the future, Nanning 
Municipal People's Government held a rally to commend progressive units and 
individuals on 3 December. Some 43 advanced representatives attended the 
rally and certain municipal leaders spoke. [HKO81129 Nanning Guangxi Regional 
Service in Mandarin 1100 GMT 3 Dec 81 HK] 
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TRANSPORTAT ION 


CIRCULAR ISSUED ON TRANSPORTING EXPLOSIVES 
0W160649 Beijing XINHUA Domestic Service in Chinese 0022 GMT 15 Dec 81 


[Text] Beijing, 15 Dec (XINHUA)--Passenger transport will soon reach its peak 
for the 1982 new year and spring festival holidays. Therefore, the State 
Economic Commission recently held a meeting on prohibiting passengers from 
carrying combustibles, explosives and other hazardous substances aboard trains, 
buses, ships and aircraft to insure transport safety during the 1982 spring 
festival holidays and issued a relevant circular to various provinces, 
municipalities, autonomous regions and the departments concerned. Those who 
attended the meeting included representatives of the Ministry of Public 
Security, the Ministry of Railways, the Ministry of Communications, the Ministry 
of Light Industry, the Ministry of Agriculture, the Ministry of Commerce, the 
General Administration of Civil Aviation, the All-China Federation of Supply 
and Marketing Cooperatives and other departments concerned. 


The circular says: In order to protect the safety of train, bus, ship and aircraft 
passengers, it is necessary to further implement the regulations issued by the 
State Council and the departments concerned in 1980, strictly controlling the 
production and sale of combustibles, explosives and other hazardous substances 

and rigidly prohibiting them from being carried aboard trains, buses, ships and 
aircraft. 


The circular calls on all localities and departments concerned to ensure the 
following: 


1. The production and sale of hand-pull firecrackers, concussion firecrackers 
and caps are strictly prohibited. 


2. Efforts should be made to control the production and sale of combustibles, 
explosives and other hazardous substances. The production of said materials 
must stop if it has not been approved by provincial, municipal or autonomous 
regional departments in charge and reported to the public security organs at 
or above county and municipal levels for the record. Illegal production of 
such materials should resolutely be banned. 


3. Passengers are strictly prohibited from carrying combustibles, explosives 
and other hazardous substances aboard trains, buses, ships and aircraft. 
Hazardous cargo consigned for shipment should be handled by designated agencies 
according to transport department regulations. 
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4. Economic commissions at all levels should organize public security, light 
industry, agricultural and transport departments to make efforts to supervise 

and manage the production, storage, sale and transport of combustibles, explosives 
and other hazardous substances. Those who violate the government regulations’ 
should be sternly dealt with. Criminal responsibility should be affixed on those 
who cause serious Consequences. 


The circular demands: All localities and departments should make every effort 

to carry out propaganda and education of various forms and make full use of 
newspapers, television and radio to publicize the significance of transport 
safety during the spring festival holidays and the consequences of any violations. 
They should educate the passengers to oversee each other and consciously observe 
the safety regulations. Public notices should be posted in factories and busy 
streets to call general attention to the prevention of accidents. 
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TRANSPORT AT LON 


BRIEFS 


XIAN ELECTRIFIED RAILWAY ANNIVERSARY--From 16 to 21 November, the Ministry of 
Railways held meetings in Xian to mark the 20th anniversary of the opening of 
China's first electrified railway from Baoji to Fengzhou. Construction of the 
electrified railway from Baoji to Fengzhou was started in 1958, and the project 
was completed in 1961. This is the first electrified railway in China. After 
the section from Baoji to Fengzhou was completed, other sections from 
Yangpingguang to Ankang, (Xiang Fan) to Ankang, Shijiazhuang to Yangtian and 
Baoji to Tianshui were also electrified. The whole route totaled some 

1,600 kilometers. At present, more new routes are under construction. At 

the meeting, railway experts and engineers presented their papers and put 
forth many suggestions on how to speed up the construction of electrified 
railways in China. [HK271326 Xian Shaanxi Provincial Service in Mandarin 

0500 GMT 22 Nov 81 HK] 


HUNAN TRANSPORT PROBLEMS--The provincial peovle's government held a telephone 
conference on transport and communications on 17 December to make arrangements 
for a number of outstanding problems in transport work and some tasks that 
must be urgently tackled. The meeting demanded that leading departments 
throughout the province seriously implement the spirit of the State Council 
and State Economics Commission circular on strengthening transport and 
communications works, and make a success of all their work. First, they must 
do a good job in transporting coal, festival commodities, petroleum, timber and 
other key materials. Second, they must do a good job in organizing spring 
festival passenger traffic. Third, the leading departments at all levels must 
follow the spirit of the State Council and State Economics Commission circular, 
personally go to key ports and stations to strengthen leadership, and help to 
solve practical problems in spring festival transport. [Text] [HK180235 
Changsha Hunan Provincial *° e in Mandarin 2310 GMT 17 Dec 81] 
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UNHEALTHY TENDENCIES IN COMPETITION CRITICIZED 
Xian SHAANXI RIBAO in Chinese 21 Oct 81 p 3 
[Article by Lin Hua [2651 5478] entitled "Unhealthy Tendencies in Competition") 


[Text] Competition, which enlivens the economy, has entirely altered the previous 
situation characterized by self-imposed inaction and hesitation. However, certain 
units have made it a practice to hold on to their superiority by imposing a tech- 
nical embargo on their competitors and “secreting away" their “unique skills” and 
“specialties” so as not to share them with outsiders. People from their brother 
units who have come for advice are made to cool their heels or turned away. 


Other units isolate themselves by building, as it were, a moat to keep out their 
neighbors. When their brother units are in difficulties and in need of help, they 
would, instead of lending a helping hand, give them the cold shoulder or, taking 
advantage of their vulnerable position, even drop stones on them after they have 
fallen into a well so as to compound their difficulties in the belief that “the 
worse off they are, the better off we are"! 


There are still other units which resort to bribery to compete with their rivals. 
For example, in competing for orders, they would bribe the purchasing agents of 
their clients and, to speed up the sale of their products, they would give presents 
to and do favors for those representing the purchasers. 


This is a reprehensive tendency in competition. Those comrades who resort to such 
means have failed to make a distinction between socialist competition and capital- 
ist competition. In a capitalist society, the capitalists would not hesitate to 
use each and every means and resort to the most despicable methods to promote their 
own interests and to bring abovc the downfall of their rivals, whereas in a social- 
ist society where the system of public ownership of the means of production obtains, 
there is no basic conflict of interest between individuals because each and every 
production unit shares a common interest. For this reason, the goal of socialist 
competition is not for one unit to cause the downfall of another, but for an ad- 
vanced unit to take a less advanced unit in hand in moving forward. While the less 
advanced unit strives to make forward progress with the encouragement of the ad- 
vanced unit, the advanced unit should, instead of creating difficulties, extenJ 

the less advanced unit the help it needs with great enthusiasm. The less advanced 
and the more advanced units are not less advanced and more advanced in every 
respect. It is only when the enterprises would accord one another mutual help 

and learn from one another to make up for their own shortcomings that socialist 
economy can be made to thrive. 
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Perhaps some people entertain the notion that although there is no basic conflict 
of interest among the enterprises, there is a conflict of interest on the short 
term. Taking the electric fan business as an example, if party A enjoys booming 
sales, the production line will be kept going at a brisk pace and profits will 
soar, whereas if party B suffers from sluggish sales, the business premises will 
be deserted and profits will plummet. What was said by Comrade Chen Yun [7115 
7189] offers a clue as to how this problem should be approached. In engaging in 
economic work, he said, we must go to the housetop. In discharging our responsi- 
bilities for the state, we cannot forever sit in the basement and keep our eyes on 
the piece of ground beneath our feet. Under socialist conditions, there are bound 
to be certain discrepancies in the material benefits accruing to the workers due 
to the differences in the economic status of the various enterprises. However, 
that ig only one side of the problem. It is also necessary to look at the more 
important side, namely, it is the overall welfare of the state that determines the 
welfare of individual workers. If the less advanced enterprises fail to catch up 
over a long period of time, the income for the entire population will be reduced 
and the interests of each individual will be adversely affected. It is therefore 
the height of stupidity for enterprises to compete by resorting to reprehensible 
methods to bring down their brother units because that is like cutting out a piece 
of flesh to patch up a sore. 


9621 
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GENERAL 


ONGOING PROBE INTO SOCIALIST PRODUCTION RELATIONS 
Jinan DAZHONG RIBAO in Chinese 24 Oct 81 p 2 


{Article by Ji Xingru [1323 2502 1172], Wang Xiuzhi [3769 0206 2535] and Wang 
Xinggi [3769 5261 6386] entitled "There Is Need to Probe Continuously into the 
Concrete Form of Socialist Production Relations"] 


[Text] The “Resolution on Certain Questions in the History of the Party Since the 
Founding of the People's Republic of China” adopted by the 6th Plenary Session of the 
llth CCP Central Committee pointed out that “The development of socialist production 
relations is not confined to a fixed form. Our mission is to create in every stage 
a concrete form of production relations that meets the needs for the development of 
our productive capacity and which lends itself to continuqs progress." The con- 
Clusion that socialist production relations should not be confined to a "fixed model" 
and that there is a need to create a “concrete form" of production relations is a 
basic summation for the development of qur socialist economic system and represents 
a new and heightened understanding of the meaning of ideological emancipation, of 
putting down rebellion and of restoring order since the 3rd Plenary Session of the 
llth CCP Central Cammittee. 


The socialist economic system was vigorously created by hundreds of millions among the 
masses. That it is possessed of tremendaus vitality is due to the fact that it is in 
keeping with the demand that production relations shald meet the needs for the 
development of the productive power of the eccmamic discipline commonly shared by 
human society. During the past 32 years, the socialist productiqm relations established 
by our proletariat class after gaining political comtrol ower the nation are, generally 
speaking, well suited to the development of the productive power of our country and 

of the discipline for the historical development of society. That is why the gross 
value of our industrial and agricultural products has increased by over 1 times. 
However, certain setbacks were encountered in our forward progress. During a con- 
siderably long period of time, the confinement of socialist production relations within 
a fixed framework served to hamper the vigorous creative spirit of the masses. This 
profound lesson deserves to be exhaustively studied. 


What does socialist production relations mean? Marx listed two principles. According 
to the first principle, the means of productiq@m should be commamly owned by society. 
In other words, it means the abolishment of the system of private ownership of the 
means of production and the establishment of the socialist system of public ownership. 
According to the second principle, the means of livelihood should be allocated 
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according to the amount of labor contributed by the worker to society. In other words, 
it means the eradication of exploitation and the acceptance of the principle of giving 
to each according to his work. As for the concrete form embodying this type of pro- 
duction relations, Marx did not propose any specific form, although he had certain 
conceptions. After the October Revolution in Russia, Lenin, after some probing and 
experimenting on the basis of the actual conditions existing at the time, established 
the first socialist country in the history of mankind. The socialist production | 
relations was firmly established through practice. Once established, it pranptly 
shattered the concept envisaged by Marx. If the socialist public owership system 

did not immediately result in the establishment of the simple form of public ownership 
by the entire society envisaged by Marx, but rather in ownership by the people and 
collectives, then the distribution of the means of livelihood would be a departure 
from the system of awarding labor coupons envisaged by Marx in that the relationship 
between commercial commodities and the medium of exchange would be maintained. That 
is the result of the enrichment and development of Marxism by Lenin and Stalin in the 
course of their practical experience. 


Under the leadership of the Chinese Communist Party and taking direction from the 
thoughts of Mao Zedong, the people of our country established socialist production 
relations most suited to the needs of the nation, such as the socialist reform of 
private capitalist industrial and commercial enterprises, the establishment of the 
socialist public ownership system, the socialist reform of agriculture and the handi- 
craft industry through the setting up of mutual aid groups and elementary and advanced 
cooperatives and the establishment of the socialist system of collective ownership. 
Because the production relations established after the socialist reforms were conducive 
to production development, we achieved a glorious victory m@m the whole despite certain 
shortcomings in the course of the reforms, such as “making overly high demands, 
sloppiness in workmanship, too precipitate changes, over simplification and stan- 
dardizaticon of methods,” etc. Our victory in the socialist revolution has served to 
further enrich and develop Marxism both in actual practice and in theory. The 
historical experiences in the socialist revolution have proved that the basic structure 
of socialist production relations is predicated upon the public ownership of the means 
of production and the principle of giving to each according to his labor. However, 

the actual form which production relations takes may vary widely in different countries 
and at different stages. In the fluid process of waging the revolution, we had not 
truly grasped the essentials. At cme time, we were stymied by the shackles of our 

own making. We believed that we had created a model for a set of socialist production 
relations and that it would serve as a model on which all other models should be 
patterned. According to this model, the larger the scale of production, the more 
socialist it is, the more public the system of ownership, the more socialist it is, 

the more equal the distribution of consumer goods, the more socialist it is and the 
more unified and centralized the plan and the administration of production, the more 
socialist it is. The result was that all the villages proceeded to pattern them- 
selves after the model adopted by Tachai. According to this model, a large cooperative 
is better than a small cooperative and ownership by the entire public is better than 
ownership by collectives. If this model is accepted, then it follows that state 
enterprises should take precedence over collective enterprises, that the more rapid 

the “upgrading” and “advancement,” the more revolutionary they are. This leftist 
ideology reached its peak during the rampage of the “gang of four." Such aberrations 
as “cutting off the tail of capitalism,” “blocking the road to capitalism,” assailing 
the system of individual operations, closing of collective trading, the prohibition 





"Or 
of land for private use, the destruction of the subsidiary household industries of 
commune members, etc., dealt a crucial blow to the positive attitude of the working 
people and undermined the development of productive power. The lessam we have learned 
from our experience is of great value. Our present task is to free ourselves from the 
shackles imposed by a “fixed model,” to liberate our thinking and to direct our 
efforts toward the creation of a concrete model of socialist production relations 
geared to the development of productive power in’ order to set in motion the rapid 
development of the socialist economy. . 
When we say that the development of socialist production relations should not be 
patterned after a fixed model, we do not mean that we should ignore the basic prin- 
ciples of socialism. Socialism is based on the system of public ownership of the 
means of production, and it is the primary basic principle of socialism to uphold 
the system of public ownership. As to what concrete form which embodies the system 
of public ownership should be adopted, we should adopt different concrete forms to 
suit different areas and different periods and avoid the adoption of cut and dried 
methods. Marx pointed out that production relations should be conducive to the 
development of productive power and that “production relations should be established 
which are suited to a given stage of development of material productive power.” 
("Selected Works of Marx and Engels" volume 2, page 82). It may be seen that the 
establishment of whatever form of production relations is determined not by our 
subjective wishes, but by the circumstances of the development of productive power. 
Generally speaking, our productive power is ina rather backward state and there is 
a lack of balance among the provinces, the areas and the various trades. The 
imbalance of productive power also determines the people's scientific, technical and 
cultural level. There is also a discrepancy in their political ideology, their pro- 
ductive power and their ways of life. That is the reascm why we cannot adopt a fixed 
model to implement the socialist system of public ownership and why we cannot insist 
on adopting an out-and-out system of public ownership. Rather, we should adopt, at 
a time when the economy of state operated enterprises is on the ascendancy, a con- 
crete form of production relations emcompassing a variety of economic methods and a 
variety of forms of operation suitable for the development of our productive power. 
Since the 3rd Plenary Session of the llth CCP Central Committee, our province has 
followed the line, the policy and principles of the Central Committee in adjusting 
production relations and in relaxing certain policies. During the past two years, 
the entire province developed at different times various forms of collective economy, 
restored village fair trade, enlarged the private plots of commune members and developed 
almost 100,000 individual industrial and commercial businesses. These collective 
economies and individual industrial and commercial concerns not only substantially 
supplement state operated economies in the cities and villages, but also help to 
provide employment for job seekers, thus giving free rein to productive power and 
promoting the development of production. In 1980, the total value of industrial and 
agricultural products of the province showed an increase of ower 15 percent compared 
to the year 1979 prior to the 3rd Plenary Session of the llth CCP Central Committee, 
the largest and the most rapid increase shown in a single year. This goes to show 
convincingly that, with the system of public ownership as the mainstay, the establish- 
ment of a variety of economies and various forms of production relations meets with 
the demand that production relations must be in conformance with the laws governing 
productive power and suitable for the conditions of our country. 
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The system of public ownership of the means of production requires that the entire 
national economy should be developed according to a plan and in proper proportions. 
One important aspect of socialist production relations is that there should be 
coordination in the development of the various units of the national economy under 
the guidance of a national plan. If we uphold socialism, then we must also uphold a 
planned economy. However, how do we go about devising a plan? What system should 
the plan be patterned on? It is certainly not true that the tighter the centralizatian, 
the better the plan. Rather, the plan must be made ao the basis of the actual con- 
ditions of the development of productive power so that the development of productive 
power may be pursued according to a plan. At the present stage, there exist in our 
country the different systems of public ownership and collective ownership as well as 
other economic setups within certain limits. There exist among the various economic 
units under the public ownership system in the economy certain differences regarding 
the benefits for the whole and benefits for the parts within the context of their 
common interests. Individual econamy still exists in the cities and towns while 
private plots and subsidiary household industries of commune members continue to exist 
in the villages. It follows that there exist various forms of exchange of commercial 
commodities. The vigorous development of the commercial commodities economy under 
socialism is an important condition for promoting the development of production, 
raising the econamic potential and bringing economic prosperity to the cities and 
villages. That being the case, the law of value and the importance of supply and 
demand must not be overlooked and far less rejected. Under these circumstances, 

state planning should not be so rigid that it would hamper economic development. 

Under the influence of leftist ideology in the past, we lumped together all the 
economic activities of all regions, all the departments and all the enterprises 

with widely different natural and economic conditions under an all-inclusive plan, 
thus putting a damper on the positive attitude of the various regions and departments, 
sapping the energy of economic life in society and hindering the development of pro- 
ductive power. With the adjustment and reform of the national economy, we have 
gradually freed ourselves from various shackles, adopted certain flexible policies and 
measures and regulated the market under the guidance of state planning. During the 
past two years, the province has increased the number of outlets in the commercial 
network by over 30,000, developed over 3,900 village fairs and chalked up a total 
trade volume in excess of 2,000 million yuan. Last year, oer 30 percent of the 
value of the industrial output was due to adjustments of the market. The figure for 
this year has exceeded 40 percent. Adjustments of the market have served to make up 
for certain defects in the adjustment of plans, to make help available on a reciprocal 
basis and to open an important channel for invigorating the economy in the cities and 
villages and to promote effectively the development of production. It may therefore 
be seen that the adoption of a planned econamy on the basis of the system of public 
ownership and at the same time giving free rein to the auxiliary function of market 
adjustments represent the objective requirements for the development of our socialist 
economy and are in conformance with the concrete form for production and exchange in 
the development of our productive power. 


The principle of giving more pay for more work and of giving to each according to 
his labor is an important objective in socialist production relations. By giving to 
each according to his labor is meant that a worker is paid according to the amount 
of work he has done, that is, the more one works, the more one is paid, the less one 
works, the less one is paid, and if one does not work, me is given no pay. That is 
the basic principle of Marxism. However, for a number of years, people have tended 








to misinterpret and to twist this principle. They hold the mistaken belief that by 
Giving to each according to his labor is meant giving to each as a unit and even that 
the more equal the pay, the more socialist is the system. One result of this line of 
thinking is that the people tend to hold on to their iron rice bowls, to eat.out of a 
"large rice pot” and to attach themselves to the coattails of socialism. A situation 
has arisen where it makes no difference how much or how little one works, how well and 
how poorly a job is done and whether ome works or not at all, and where the superi- 
ority of socialism has been turned into a hotbed of indolence. Actual experience has 
proved that the existence of various economic forms requires the adoption of various 
forms of management and pay. During the last two years, the adoptim of various systems 
of responsibility by the industrial, financial and GoOmmercial enterprises has served 
to effectively activate the positive attitude of collectives and individuals. A 
large number of villages, in particular, have adopted, according to different pro- 
duction levels and on the basis of the system of public ownership, the system of 
giving professionals responsibility for special undertakings, of making laborers 
engage in joint production, of household contract production and of free public care. 
The superimposing of the responsibility system on the public ownership system has 
served to activate the positive attitude of the working people which, in conjunction 
with the development of the superiority of the collective economy, has created the 
Stirring spectacle of people engaging in joint production with me heart and one 
mind, working and living in earnest and greatly increasing their work efficiency. 
That is what is meant by the superiority of the socialist systen. 


The problem of what form which socialist production relations should take is deter- 
mined, in the final analysis, by the need for production relations to attune them- 
selves to the nature of productive power. This problem is an important theoretical 

as well as a real and practical problem. In a developing society and at a time of 
increasing production, we have yet to fully understand and exhaust the ramifications 
of the laws pertaining to the subject, especially at a time when the work of socialist 
modernization construction is in progress. When the econamic system is undergoing 
reform and when we are in the process of adjusting our econamic policy and of tackling 
new problems, it is all the more important that we should come to appreciate that 
production relations must be in tune with the laws governing the nature of productive 
power, that we should, on the basis of actual facts, engage in analysis and research 
in depth and that we should direct our efforts toward the creation of a concrete form 
of production relations in keeping with our productive power. 


9621 
CSO: 4006/92 


55 











GENERAL 


MALPRACTICES IN ECONOMIC SECTOR DECRIED 
Beijing ZHONGGUO CAIMAO BAO in Chinese 27 Oct 81 p 3 


[Article by Tan Limin [6223 4539 3046] entitled "The Need to Strictly Enforce 
Financial and Economic Discipline and to Rectify Improper Practices"] 


[Text] Not long ago, the Central Commission for Inspecting Discipline, which has 
made the rectification of improper practices in the economic sector one of its 
three major missions for the second half of this year, issued a special announce- 
ment regarding the need to comply with party discipline and to rectify the im 
proper practice of nepotism. 

Since the smashing of the “gang of four," and especially after the 3rd Plenary 
Session of the llth CCP Central Committee, the Central Committee and the State 

Council have paid serious attention to the work of financial and economic adminis- 

tration, repeatedly set forth in a stern manner the rules of financial and economic 
discipline, and issued at different times a series of economic regulations with a 
view to strengthening economic legislation. They have inspected and disposed of 
some major cases involving serious infractions of financial and economic discipline 
in order to uphold the dignity of party discipline and the laws of the nation, 
strengthened the financial supervisory organizations at various levels and initi- 
ated a thorough inspection of financial and economic discipline. In short, our 
work in the field of financial and economic administration and supervision has 

been considerably improved and strengthened. However, violations of financial 

and economic discipline in certain areas, departments and units, which remain 
rather serious, have caused considerable damage. That is due, in the first place, 
to the laxity in the enforcement of financial and economic discipline, the chaotic 
state of administration and the prevalence of featherbedding, falsification, leak- 
ages and loopholes which have compounded the economic difficulties of the nation 
and adversely affected the projects of socialist construction. In the second 
place, the practice of cultivating “relations,” the monopolizing of buying and 
selling and the cornering of business operations have resulted in blocking the 
normal flow of commercial commodities, ruined the plans of the state, increased 

the cost of production and upset the stability of prices. In tis third place, 

the nefarious practice of illegitimate dealings has led some people to develop 

the reprehensible habits of promoting their personal interests by using public 
means and of seeking personal pleasures, and has opened the floodgate to corrup- 
tion, stealing, profiteering and other aberrations. Fourthly, there is an almost 
imperceptible erosion of the noble social style of socialism. Fifthly, the par- 
ty’'s image and prestige have been impaired. 
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At the present time, the chief problems in the enforcement of financial and eco- 
nomic discipline are as follows: First of all, some of those in leadership posi- 
tions in some areas, departments and units concern themselves with the interests 
of small groups while neglecting the interests of the whole. They arbitrarily 
raise the incomes and expenditures of their own areas, departments and units. 
They sign authorizations and make decisions at will, and support and even connive 
with the cadres in the departments under their control who are guilty of disci- 
plinary infractions. Some even seek to enrich themselves at the expense of the 
state and to “take what they want,” and do what they wish without giving any con- 
sideration to the policies, principles, laws and regulations and the systems of 
the party and the state. Secondly, the uncertain way of dispensing rewards and 
of meting out punishment has given rise to the prevalent practice, in the handling 
of violations of financial and economic discipline, of “not taking any action un- 
less a complaint is made," of making molehills out of mountains, of cavalierly 
disposing of minor infractions, of handing out mild reproofs, and of not meting 
out punishment where punishment is indicated and not giving reward where it is 
due. Thirdly, the economic rules and regulations leave a great deal to be desired 
and the financial and economic system is far from perfect. The work of economic 
legislation has been an extremely weak link over a long period of time. Although 
considerable improvement has been made in recent years, it still falls short of 
meeting the needs of socialist construction, thus leaving loopholes and pretexts 
to be exploited by those who violate financial and economic discipline. 


Financial and economic discipline must be enforced if our policies are to be car- 
ried out and our missions accomplished. To do a really good job in the economic 
sector and to totally fulfil the production plan for this year, it is necessary, 
first of all, to boost production and, secondly, and of equal importance, to re- 
duce expenditure. We must open wide the channels of production, strengthen the 
administration of enterprises, establish various production responsibility systems, 
heighten the positive attitude of the masses in the area of production and use 
every means at our command to raise production. However, if the administration of 
operations is inefficient, if financial and economic discipline is not strictly 
enforced, and if the large and small loopholes are not plugged up, the inevitable 
result will be to increase production without increasing, or even decreasing, the 
income of the state. “Unless the loopholes are plugged up, a river will dissipate 
itself." It is only by putting a stop to the nefarious practice of profiting at 
the expense of the state that it is possible to ensure “economic prosperity” and 
to bring “wealth to the nation and the people.” At the present time, while adjust- 
ments and reforms are in progress, special effort should be directed toward putting 
the enterprises in good order through strengthening the enforcement of financial 
and economic discipline. Leadership cadres should foster a sense of dedication to 
the welfare of the nation and the entire situation, a willingness to share the ad- 
versities and to shoulder the burdens of the nation, and a determination to make 

a conscious effort to enforce and to safeguard the financial and economic disci- 
pline of the party and the nation. It is necessary to make a determined effort to 
safeguard the nation's financial and economic system and the centralization and 
unification of major financial and economic measures, to earnestly implement the 
“guiding principles” and the relevant stipulations of the Central Committee, the 
State Council and the concerned departments, and to wage an unwavering struggle 
against acts which tend to disrupt the centralized and unified administration of 
finance, the money market and taxation, to reduce income and increase expenditures 
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at will and to make it possible for a small number of cadres to take advantage of 
their position to engage in improper practices, profiteering and the squandering 
of the nation's money and materials. An effort should be made to combat the 
tendency of not criticizing, not waging a struggle against, not punishing and not 
interfering with people who engage in improper practices in violation of finan- 
cial and economic discipline. It is necessary to further strengthen and perfect 
economic legislation, to put the financial and economic system on a sound basis, 
to pay greater attention to financial supervision, to improve the work of economic 
administration, to truly “abide by the law," to "Make certain to take action 
against infractions of the law” and to take the discipline of the party and the 
laws of the nation in all seriousness. While large numbers of measures must be 
adopted to safeguard and to strengthen financial and economic laws and regula- 
tions, the most important thing is for leadership cadres to take the lead. It 
should not be difficult to correct improper practices in the economic sector if 
the leaders would set a personal example, abide by the laws and regulations, exer- 
cise impartiality in dispensing rewards and in meting out punishment and "rigidly 
uphold the law." 


Those who violate financial and economic discipline and who engage in improper 
practices in the economic sector have many pretexts to justify themselves. This 
is something which requires clarification. 


Some comrades hold the view that the overly stringent enforcement of financial 

and economic discipline and too many restrictions would hamper the motivation of 
the positive attitude of the areas and the enterprises, the reform of the system, 
the enlivening of the economic situation and the development of production. This 
is a mistaken view. During the past 2 years, we have, on the basis of the general 
expansion of the authority of the enterprises and to ease the problem of over- 
tight controls, set up a number of autonomous enterprises as pilot projects. This 
is a necessary step in fully activating the positive attitude of the areas and 
enterprises and in enlivening the economic situation. Prominent results have been 
achieved. There is no room for doubt that that is the general direction along 
which the reform of the system should proceed. However, the expansion of the 
authority of the areas and enterprises requires an increase in the financial in- 
come of the nation, in the accumulation of reserves by the areas and enterprises 
and in raising the living standard of the people. These goals cannot be achieved 
in the absence of unified financial control, strict supervision over financial 
matters and the stringent enforcement of financial and economic rules and regula- 
tions. The reason is that the enforcement of the necessary measures of financial 
control and supervision not only ensures respect for the autonomous powers of the 
areas and enterprises, but also makes it possible for them to exercise their 
autonomous powers. For this reason, the various financial departments and other 
related units at various levels should give positive assistance, effective support 
and assurance to the areas and enterprises in the proper exercise of their author- 
ity, in making legitimate profits, in introducing proper reforms and in the adop- 
tion of the necessary financial measures to increase income and to reduce expendi- 
tures. The financial departments and other related units should also expose and 
put an end to practices which violate party policies and national plans, which are 
prejudicial to the interest of the nation, and which run counter to financial and 
economic laws and regulations. It is only thus that we can meet the requirements 
for the accumulation of capital calied for by our policy and plan. Following the 
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expansion of the authority of the areas and enterprises, it is absolutely necessary 
not to relax financial and economic control and supervision and the enforcement 

of financial and economic discipline. Im fact, with the easing of the economic 
policy and the reform of the economic structure, the economic units have shown’ much 
greater flexibility. We should further strengthen the functions of control, super- 
vision and inspection in the economic field. The more economic flexibility there 
is and the more authority over financial matters granted, the more supervision 
should be strengthened. The authority granted the areas and enterprises can be 
expanded only if it is in conformance with a united plan and only if it contributes 
to overall balance. 


Other comrades are of the view that to show concern for the livelihood of the 
masses, it is necessary to promote their welfare and that there is nothing wrong 
in doing what is good for the masses. This view is extremely one-sided. In re- 
cent years, the party and the nation wave adopted a series of measures to improve 
the people's livelihood and to raise their level of consumption. They have ac- 
corded the people in the cities and the rural areas certain economic benefits and 
have to a certain extent improved their livelihood by adjusting the ratio between 
their savings and consumption and by adjusting and raising the prices of subsidiary 
agricultural products (at the same time paying subsidies to the cadres and workers 
in the cities for the purchase of subsidiary agricultural products), and by expand- 
ing and increasing the production of consumer goods. The present living standard 
of the people, of course, remains extremely low. There are two points of view 
regarding the solution of this problem. First, in view of the vast extent of the 
country, the size of the population, the shortage of resources and especially the 
extreme economic difficulties confronting the nation, it is suggested that while 
every effort should be made to improve and to raise the people's standard of liv- 
ing, it is also necessary not to overtax our resources. Secondly, it is suggested 
that we should increase workers’ welfare and their economic benefits regardless 

of the objective circumstances and irrespective of the production levels by the 
adoption of ingenious means, by converting public assets into personal assets, by 
turning public properties into private properties and by exceeding the limits of 
possibility. This would inevitably result in increasing the income of the workers 
and reducing the income of the state. By using methods prejudicial to the inter- 
ests of the state to promote the welfare of the masses is no different from “kill- 
ing the hen to get the egg." Such methods not only damage the interests of the 
state, but also work against the long-term interests of the masses. It is essen- 
tial to strengthen the enforcement of economic discipline and to restore and 

exalt the party's excellent tradition and style. It will help to correct the 
party's style and to change the prevailing undesirable practices in society if the 
Central Committee would give the matter its due attention, if we would exert our 
efforts in the implementation of the relevant measures, fully develop the func- 
tions of the concerned departments, earnestly carry out the work of supervision 
and inspection related to the masses on a regular basis and if we would make a 
determined effort to put an end to improper practices in the economic sector. 
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BRIEFS 


GEOLOGICAL INVESTIGATION IN HAINAN--A scientific investigation team composed 

of 29 members from the Chengdu Geological Institute of the Ministry of Geology 
recently carried out an investigation on Hainan Island and the Xisha islands. 
They carried out investigations in the ports along the coast and on the offshore 
coral reefs. In addition, they also compared the different types of reef 
growing in different depths. [HKO31448 Haikou Hainan Island Service in Mandarin 
0330 CMT 1 Dec 81 HK] 


GANSU COLLECTIVE, PRIVATE BUSINESSES--At the end of October, there were over 
4,000 collective businesses and enterprises in Gansu Province, 1,800 more than 
last year. There were over 27,000 private businesses, and the number of 
people working for such businesses increased by 17,000 persons as compared to 
last year. [SK300902 Lanzhou Gansu Provincial Service in Mandarin 1125 GMT 

29 Nov 81 SK] 


XINJIANG TELEVISION SETS--Xinjiang sold some 39,700 television sets from January 
to October this year, an increase of over 39 percent over the same period last 
year. According to the statistics of relevant departments, at present, in 
Urumqi, Changji and Karamay prefectures, on average every 5.3 households has 

a television set. In Urumqi Prefecture, on average every 4.25 households has 

a television set. With the speedy increase in income among the peasants, 

the sale of televisions has [word indistinct] [HK210852 Urumqi Xinjiang 

Regional Service in Mandarin 1300 GMT 10 Dec 81 HK) 


JILIN INSURANCE BUSINESS--The Jilin branch of the Chinese People's Insurance 
Company, which was officially opened in April 1980, has enjoyed a booming 
business. From January to the end of November this year, over 3,600 enterprises 
had acceded to insurance and over 5.6 billion yuan worth of state property 

is secured. Some 27,000 households had also bought insurance for their private 


property. [SK190920 Changchun Jilin Provincial Service in Mandarin 2200 GMT 
18 Dec 81 SK] 





SHANCHAI CIVIL DEFENSE PROJECTS--Shanghai, 26 Dec (XINHUA)--More than 50 percent 
of the civil defense projects in Shanghai Municipality have been used to serve 
production, construction and the people's livelihood. Shanghai ranks first 

in the nation in terms of civil defense projects being so used and in terms of 
ensuing economic results. This year, civil defense projects used to serve 
production and the people's livelihood in Shanghai was equivalent to 188 buildings, 
each with a floorspace of 5,000 square meters. These projects were used as 
production workshops, sites for scientific research, shops, hotels, restaurants, 
hospitals, warehouses, recreation centers and farms for growing fungi-type 
plants. The annual output value and business volume exceeded 50 million yuan. 
Shanghai's 200 hotels have a total of Over 13,000 beds accounting for more than 
20 percent of the total number of beds in surface hotels in the municipality. 
The more than 60 underground restaurants and snack shops daily received over 
20,000 customers. More than 10,000 educated youths were employed at the 
production workshops with a total area of over 80,000 square meters. 

[Gao Chunfang] [Excerpt] [0W280333 Beijing XINHUA Domestic Service in Chinese 
0752 GMT 26 Dec 81] 
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